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THURSDAY, MARCH 18, 1954 


Hovsr or REPRESENTATIVES, 
CoMMITTEE ON AGRICULTURE, 
Washington, D. C. 

The committee met, pursuant to adjournment, at 10:05 a. m., in 
room 1310, House Office Building, Representative Clifford R. Hope 
(chairman), presiding. 

Present: Representatives Hope (chairman), Andresen, Hill, Hoe- 
ven, Dague, Harvey, Lovre, Belcher, McIntire, Golden, Williams, 
King, Harrison, Wampler, Cooley, Poage, Grant, McMillan, Aber- 
nethy, Albert, Abbitt, Polk, Sutton, Thompson, and Jones. 

The CHarrman. The committee will come to order. The commit- 
tee has met this morning to hear Mr. Russel) S. Waltz, the president 
of the National Milk Producers Federation, who will present, as the 
chairman understands it, a self-help plan which has been worked out 
by his organization. However, before, hearing Mr. Waltz, we have 
one or two things in connection with yesterday’s hearing that the 
Chair would like to dispose of at this time. He will first. recognize 
Mr. Abbitt to make a unanimous consent request. 

Mr. Apeitr. Mr. Chairman, I ask unanimous consent that I may 
put in the record, to follow immediately my questioning of Mr. Kline 
yesterday, a copy of the resolution passed by the Virginia Farm Bu- 
reau at its annual meeting in 1953 dealing with price supports. 

The CuamMan. Without objection that will be permitted. 

Mr. Hill, I think you have the president of your State Farm Bureau 
Federation here who was present yesterday, but we were not able to 
reach him at that time. I would like to have you present him to the 
committee and we will have him present his statement at this time. 
The Chair understands it is a short statement. 

Mr. Hitw. Mr. Chairman, I would like to introduce to the group 
Mr. Arthur Anderson, of Ault, Colo., president of the Colorado State 
Farm Bureau. Mr. Anderson is a dirt farmer and lives on the farm 
and grows wheat, alfalfa, and raises sheep and cattle. Some of you 
folks who don’t think we listen to dirt farmers take a good look at Mr. 
Anderson and know that we have a real Colorado farmer from a real 
ts a fine area of the irrigated section of Colorado. He has about 

2-minute statement to make, if you will permit. 

The Cuamman. We will be happy to hear from you at this time, 
Mr. Anderson. 


2889 
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STATEMENT OF ARTHUR ANDERSON, PRESIDENT, COLORADO STATE 
FARM BUREAU 


Mr. Anperson. Thank you, Mr, Hill. Mr. Chairman and members 
of the committee, I am Arthur L. Anderson from Ault, Colo., presi- 
dent of the Colorado Farm Bureau. Last fall we conducted a great 
number of discussion groups, that is, small gatherings of our farm 
bureau folks to talk over ways in which they thought agriculture 
could get some lasting benefit. 

After some three months of discussion our resolutions committee 
met and assembled the various county resolutions. The resolutions 
were then discussed by the delegate body. Those that received favor- 
able action are our objectives for this year. Our resolutions affecting 
national policy are in agreement with those of the American Farm 
Bureau Federation. We therefore support the program that has 
been presented here today by members of the American Farm Bureau 
Federation. 

Thank you. 

The Cuarrman. Thank you, Mr. Anderson. 

Mr. Him. Mr. Chairman, I think, as with Mr. Abbitt, that should 
follow the testimony of last night and the other Farm Bureau 
presidents. 

The Cuarrman. Yes. If we will not be able to get it in the last 
transcript in which the other statements are contained, we will have 
it appear at that point in the printed record of the proceedings. 

Mr. Waltz, we will be very glad to hear from you at this time. 


STATEMENT OF RUSSELL S. WALTZ, PRESIDENT, NATIONAL MILK 
PRODUCERS FEDERATION 


Mr. Watrz. Mr. Chairman, and gentlemen of the committee, my 
name is Russell S. Waltz, general manager of the United Dairymen’s 
Association of Seattle, Wash. I am president of the National Milk 
Producers Federation. 

The federation is an organization made up of approximately 460,000 
dairy farmers residing in 46 States. These farmers, through their 
cooperatives, market over 22 billion pounds of whole milk equivalent 
annually, or more than one-fifth of all the milk and cream leaving 
farms in commercial channels. 

The purpose of my testimony is, first, to explain to this committee a 
plan of self-help for the American dairy farmer, and to discuss other 
urgent dairy problems. 

The self-help plan would relieve the Government of such expendi- 
tures as it now makes from time to time with respect to losses on dairy 
products acquired under the present authorized price support 
programs. 

We have been developing this plan for several years in an effort 
both to simplify it and to make it practicable. 

I would like permission to file for the record of the hearing a copy 
of our proposed bill, which has been printed in booklet form. Com- 
plete economic data also is included in the booklet, which I hope will 
be of value to you in considering the bill. I would like to direct your 
attention to the fact that beginning at page 12 there is an excellent 
summary of the bill. 
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I would like to point out to the committee and the National Milk 
Producers Federation’s self-help bill, as submitted to you, was ap- 
proved by its board of directors at the Houston convention, November 
12, 1953, without a dissenting vote. This board of directors is made 
up of aminimum 75 percent producer representation from our member- 
ship. Such percentage is in accordance with our bylaws. I mention 
this to indicate that producer representation dominates federation 
thinking. 

The rest of my testimony on the self-help plan will be entirely or’ al, 
This proposed bill is titled “The Dairy Stabilization Act of 1954.” To 
begin with I would like to display to you just what we are talking 

about in the way of surplus. This quart bottle, with 1.8 ounces of milk 
in the bottom of it, re presents the daily per capita surplus production 
of milk in the United States today. That is what we need to dispose 
of—that additional amount of milk per capita per day will consume all 
of our production and the surplus. 

This self-help sem is created for the purpose of stabilizing dairy 
product prices and handling surpluses on a self-financing basis. There 
are two major benefits to the plan. The first is to the consumer in 
that it frees the public from taxes as required under the present 
Government-support program. 

Also it assures the consumer of an adequate milk supply at all 
times. When I mentioned adequate milk supply I mean not only 
fluid milk but all dairy products manufactured from milk. It pro- 
tects the consumer as well from unduly high prices as a result of 
temporary shortages. From the farmer's standpoint it creates stabi- 
lization of prices without reliance on Government; protection from 
surpluses resulting from imports and new production from diverted 
acres, creates a better consumer relationship and demonstrates the 
willingness of the dairy farmer to break away from Government sup- 
port and operate his own program. 

The mechanics and the operation under the bill are very well spelled 
out. Stabilization Board is created. I will refer to the Stabiliza- 
tion Agency as the Board. First it is provided that there will be 
created 15 di uiry districts within the United States, representing all 
parts of the U nited States, each district to be set up from the stand- 
point of geographical representation and the importance of milk pro- 
duction in each district. 

A district could take in several States or a part of one State to 
give complete and fair representation to all segments of the dairy 
industry and to represent all producers supplying milk to the market. 

The producers themselves would hold an election and three men 
from each district would be certified to the President of the United 
States. From those three would be one appointed from each district 
by the President to serve on the Board. We feel for several reasons 
that this Board should be composed only of milk producers. 

First because the producer himself will furnish the finances to 
operate the program, and will absorb any and all losses sustained as a 
result of the disposal of surplus products, 

A second and very important reason that we confine Board member- 
ship to producers is the fact that the milk producers of the United 
States are the principal investors in the dairy industry. This is indi- 
cated by some governmental publications, one entitled “Changes in 
the Dairy Industry of the United States, 1920 to 1950,” dated July 
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1950, Bureau of Agricultural Economics, United States Department - 
Agriculture, clear ly indicates that dairy farmers had at that time $1! 1%, 
billion invested in the dairy industry. 

{nd another, “Concentration on Productive Facilities of 1947,” page 
65, and unpublished data by the Federal Trade Commission, shows 
that processors and distributors engaged primarily in the marketing of 
dairy products had $415 million invested. Thus, producers had an in- 
vestment of 97.9 percent of the total; distributors and processors 2.1 
percent of the total. The terms of these Board members would be for 
6 years, and every effort would be made to eliminate any possibility of 
political influence on the Board. 

The Board members would be reimbursed not to exceed $2,500 a year 
at a rate of $50 per day and expenses. Meetings are required to be 
held quarterly or on call. An executive committee of five is set up to 
handle the actual operations. As a complete safeguard against any 
action on the part of this Board and to prevent the assumption of any 
powers not intended by Congress, it is a requirement that there shall 
be an annual report to the Secretary of Agriculture and to Congress 
permitting Congress at any time to modify or correct. 

After this Board is set up its operations will be quite comparable 
to those carried on at the present time by the Commodity C wredit Cor- 
poration. In other words, the Board would establish a surplus hold- 
ing pool. They would stand ready to purchase manufactured dairy 
products which cannot or are not absorbed in ordinary and usual chan- 
nels of domestic consumption. The Board would, prior to the begin- 
ning of the crop year, establish a minimum value on milk. 

I would like to emphasize that this Board fixes no prices other than 
on the manufactured products they purchase. These to be at a set price 
that will permit the return to farmers of the predetermined minimum 
value for milk. It is only 2 to 6 percent surplus that makes the market 
prices on the entire production of milk. It is required in the bill that 
this Board shall establish the minimum value of milk, taking into con- 
sideration inventory carryovers, estimated total production of milk 
as determined by the United States Department of Agriculture, esti- 
mated consumption of milk and milk products, both in the domestic 
and foreign market, the general economic situation, and establish a 
minimum value that will provide a fair price to the efficient dairy 
producer. 

It is not felt that all dairy farmers can be kept in the dairy business. 
The Board in its operations would disrupt as little as possible the 
usual and ordinary channels of trade. It canont sell, excepting under 
specified circumstances, at less than their own stabilized prices in the 
domestic market. 

It is a requirement in the bill that they utilize commercial channels 
of operation to the greatest extent possible. They can, under the 
provisions of the proposed bill, make sales in milk- -deficit: producing 
foreign countries, primarily for the purpose of building permanent 
export markets for American producers. 

They can make sales at reduced prices to such outlets as the school- 
lunch program, charitable institutions, Armed Forces. They may 
also engage in research, advertising, and promotion, and also in dis- 
posal programs at less than their cost of acquisition. Finances are 
needed to start the program. It is proposed that this Board shall have 
the authority to borrow up to $500 million from Commodity Credit 
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Corporation if and as needed, repayable to Commodity Credit Cor- 
poration with an interest rate equal to the cost of money to the 
Government. 

It is proposed that a stabilization fee be set by this Board and 
ollected on all milk produced in the United States. When I say all 
milk, I mean that milk which goes into bottle form as well as milk 
that goes into manufactured products, this fee to be in the form of 
. deduction from the farmer’s check by the first purchaser of the milk 
from the farmer, and remitted to this Board through the Internal 
Revenue Department. 

There is no burden on the first purchaser of milk involved in this 
collection because in regular operations it is a common and regular 
procedure for the first purchasers of milk to make deductions from 
producers’ checks for many different purposes. There are two im 
portant safeguards required or this program cannot effectively 
operate. QOne is that the American dairy farmer can not subsidize 
the world production of milk. 

[If imports of dairy products come into our country at the time 
that we have a surplus and when the board has an inventory of prod- 
ict, it is a requirement in this proposed bill that the United States 
Government purchase from the board the milk equivalent of imports, 
not item for item but the milk equivalent in items in the inventory 
of the Board. 

I would like to direct your attention to some advertisements that 
I have here in my hand to illustrate this point. Here is an advertise- 
ment taken from a Honolulu paper dated February 25, 1954, adver- 
tising “Fernleaf Brand New Zealand Butter.” I would like to 
emphasize that in this advertisement, among other things, it says 
“Highest Quality Butter.” 

On the day preceding that advertisement here is also an advertise 
ment from a Honolulu paper offering an American brand of butter at 
77 cents a pound, Swift’s brand. It offers the New Zealand butter 
at 73 cents, and on the same day as the advertisement on the New 
Zealand butter here is another American mainland brand of butter 
Darigold, offered at 79 cents. 

So here is New Zealand butter at 73, American butter at 77 and 79. 
I am advised by cable that the New Zealand price was reduced yester- 
day by 4 cents a pound. These prices on the mainland butter as 
advertised here, considering heavy costs in shipping to Honolulu, do 
not return the present support price. And the American butter 
offered here could be sold at a higher net return to the American 
farmer to the Commodity Credit Corporation. 

We need protection from imports. We are not asking in this bill for 
the right to control imports in any way. We feel that is the function of 
Congress and the United States Government. If imports are desired 
for many different reasons, then the burden for those imports should 
be on the shoulders of all of the American public and not just on the 
dairy farmers. 

The other protection that we need is protection from increased 
milk production from acres made idle by Government programs. We 
ask that a determination be made by the Secretary of Agriculture as 
to the amount of milk produced from acres made idle by acreage 
control programs, and that the United States Government purchase 
from this board in the event of surpluses the equivalent of that 
increased production. 
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We have a chart here which will indicate to you the benefits to the 
producers of a self-help program as contrasted with Government 
programs. That same chart is attached to the papers that you have. 
Mr. Cotton will be glad to go over this chart if you so desire and is 
prepared to answer any questions that you might like to ask. 

Mr. Corron. Mr. Chairman, this chart is designed to show what 
the probable gain or loss per hundredweight of milk would be under 
a self-help program as compared to a Government program support- 
ing anywhere from 75 to 90 percent of parity. 

We are assuming here 1954 conditions. Along the bottom line we 
show percent of parity at which the Government might support—75, 
80, 85, and 90. These sloping lines describe the gain or loss under 
specified self-help wus port programs. ‘The bottom line, for instance, 
on chart 6, assumes that under a self-help program we will be support- 
ing at 90 percent of parity, and might realize up to 100 percent loss on 
purchases. 

We are assuming here that in 1954 we will be purchasing the equiv- 
alent of 6 billion pounds of milk. We arrive at that by Government 
publications. The Dairy Situation in the last issue, March 1, reports 
that total consumption of dairy products last year was 116 billion 
pounds. They report that our additional consumption due to popula- 
tion increase per year is 2 billion pounds. That makes 118 billion. 
They estimate production this year at 124 billion. That leaves 6 
billion pounds ta be purchased at 90 percent of parity. How would we 
have come out this year if we had had the self-help program supporting 
at 90 percent of parity as against Government supports at 75? We 
would have a net gain after assessments to producers of 40 cents a 
hundredweight. 

Of course, as Government supports go up the gain would have been 
less. In fact, with a 90 percent support and 100 percent loss we would 
have about broken even, with Government supports at about 83 per- 
cent. IfGovernment supports had been higher than that there would 
have been some loss to producers. 

If our losses on purchases though, had been only 25 percent instead 
of 100, then we would have gone over to about an 88 percent Govern- 
ment support before producers would have begun incurring a loss 
under self-help. Of course, at 100 percent supports on self-help, the 
results would have been materially better. 

Mr. Cootry. Mr. Chairman, I have a question. 

The CHatrman. Mr. Cooley. 

Mr. Cootry. How do you propose to finance this self-help program ? 
By imposing a tax on the first transaction 

Mr. Waurz. Yes, sir. 

Mr. Cootry. That money is collected by the Federal Treasury and 
remitted ? 

Mr. Watrz. That is correct. 

Mr. Cootey. Have you had any legal advice on the constitutionality 
of that proposal ? 

Mr. Watrz. Yes, sir. 

Mr. Cooter. You have been advised that such a proposal is consti- 
tutional ? 

Mr. Watrz. That is the opinion of the attorneys that we have con- 
sulted. 
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Mr. Coorry. Their opinion is that you can use the taxing authority 
of this country for the benefit of a particular group? 

Mr. Watrz. A tax imposed upon those that would be nefit, and for 
that purpose only. It isn’t without precedent. In State operations, 
in my own State of Washington, an exactly parallel situation has pre- 
vailed for many years. We have a dairy ‘products commission estab- 
lished for the purpose of seiaiantin and increasing the sale of dairy 
products. 

A board is set up and fixes a fee which is collected by the first pur- 
chaser of the milk from the farmer and remitted to the board for use in 

that program. 

Mr. Cootey. We have something similar in North Carolina, finance 
ing the Tobacco Associates, Inc. We impose a tax on each farmer 
weccording to the number of acres of tobacco that he plants. I think 
we all recognize that it is unconstitutional and we provide that in the 
event anybody objects to the payment of the fee his money is refunded. 

Fortunately nobody has questioned its constitutionality, but I think 
every lawyer realizes it is unconstitutional. Now you are dealing with 
the Federal Government, going into all the 48 States and using the 
taxing power of the Federal Government for the benefit of a particular 
segment of our economy. I just can’t see that it can possibly be con 
stitutional. 

Mr. Warrz. Our advice is that it will be constitutional. 

Mr. Cootry. I have just one more observation. My colleague, Mr. 
Poage, and I have been talking on this committee for many years about 
price insurance. I think you could very well work out a scheme of that 
kind in a private operation, something in the nature of price insurance, 
where each person would pay a certain fee, for a certain benefit, with 
the possibility of getting certain indemnities. I don’t want to use the 
taxing powers of this country in any such fashion as has been sug- 
gested. 

The CHamMan. Will you yield? 

Mr. Coorry. Yes. 

The CHarrMAN. This is not a new idea so far as its application to 
agriculture commodities is concerned. In fact, it is about the first 
of the real farm relief programs that were make back in the 1920's 
because in substance this is about the same thing as the equalization 
fee in the old McNary-Haugen bill, as I understand it. 

It is not a new idea. I know at the time the Mc Nary-Haugen bill 
was before Congress the opinion of the lawyers who were ¢ ‘onsulted by 
the advocates of it was that it was a constitutional provision. 

I am not prepared now to say on what basis, but I know that was the 
opinion at that time of the good lawyers who looked into it. 

So it is not a new idea as far as the constitutionality is concerned. It 
has been considered before. 

Mr. Cootry. I am sure it has been discussed. I thought the pro- 
vision of the Agricultural Act was declared unconstitutional because 
we were using the taxing powers of our Government for a particular 
group. 

The CuatrMan. That isa different type of program. However, the 
same reasoning might not apply now, and I am not sure it would be 
declared unconstitutional now, 
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Mr. Cooter. You might be able to accomplish the same thing and do 
it in a constitutional way without using the taxing authority of the 
Government. 

Mr. Auserr. You have to make it compulsory. 

Mr. Coo.ey. The trouble is that he makes it compulsory here and if 
somebody challenges the constitutionality of it the whole thing be 
comes involved. 

The Cuairman. There was a different question involved in the 
Hoosack Mills case on the 1933 Act, and there the court held that it 
was an effort to use the taxing power of the United States Government 
to control and regulate the industry of agriculture. 

This is not an effort as I understand it to control and regulate 
agricultural production; it is an effort to deal with the problem of 
surpluses in agricultural marketing. Am I right ? 

Mr. Waurz. That is correct, Mr. Chairman. 

Mr. Anerneruy. May I ask a question’? Or do you have an under 
standing that he will go on through with his statement ? 

The Cuarman. We did not have. I think it is better to let the 
witness proceed, but it is opened up now so I do not want to cut you 
off. Go ahead. 

Mr. Aperneriy. I have been studying this plan, in fact I have 
read it through but I just don’t quite understand it. Suppose I am 
a producer of milk and not interested in this plan. How would they 
go about forcing me into it ¢ 

Mr. Waurz. There is no way to force any producer into this 
program, 

Mr. Anernetuy. Suppose I will not cooperate and that 25 or 30 
percent of the producers have not cooperated. Won’t that upset the 
entire program ? 

Mr. Wavrz. ‘The producer cooperates under the provisions of this 
“omy by the fact that the first purchaser of milk from him is required 
by law to make the deduction from the milk check when he pays for the 
milk. 

Mr. Anerneruy. And that is deducted whether I like it or not? 

Mr. Waurz. That is right. 

The Cuamman. Mr. Hoeven? 

Mr. Horven. You propose that the Dairy Stabilization Board 
purchase surplus dairy products not disposable in the regular chan 
nels of trade at the support level. I do not quite understand what 
you propose to do with the surplus butter after you get it. 

Mr. Waurz. That question is frequently asked. I would believe 
that had this program been in effect the past year the Board would not 
have the accumulated inventory of manufactured dairy products that 
the Government now has. 

As I mentioned a few minutes ago this Board is empowered to make 
gifts to charitable institutions, it is empowered to sell in milk-deficit 
producing countries at lower than the domestic markets, it is em- 
powered as well to participate in advertising and merchandising 
programs. 

I feel that with the sales impetus that could be stimulated by this 
Board per capita consumption of milk can be increased on a daily 
basis by the 1.8 ounces that I directed to your attention a short time 
ago, which is our present surplus. 
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I do not believe we will have a surplus of dairy products. I do 
ot believe we have a surplus now. We have only a reserve supply. 
lhe trouble with the present program is that the small excess amount 
of production, either on a seasonal basis or on an annual basis, controls 
the price of all milk produced. 

In 1952 we had only about 214 percent of the total annual produc 
tion of milk in the Federal Government’s inventory. We anticipate, 
or it is anticipated by the Department of Agriculture, that they will 
only buy 6 billion pounds i in 1954 of the 124 billion pounds estimated to 
De produced, 

It is the small reserve supply that controls the market on the 
complete production, and that small reserve supply is necessary to 
prevent ashortage. Youcannot have a production exactly the equiva 
lent of consumption. You are either going to have a shortage or a 
slight reserve. 

Mr. Anpresen. Mr. Chairman ? 

The CuarrmMan. Mr. Andresen. 

Mr. Anpresen. In other words, Mr. Waltz, the purpose of this plan 
is to move the commodities, dairy products, into consuming channels 
and not in storage either in the Board set up in this proposal or in the 
hands of the Government ? 

Mr. Waurz. That is correct, sir. 

Mr. Anpresen. And that the producer himself will stand the ex- 
pense of the program by a variation in the fee in order to move the 
commodity into the market at a price where the consumers will take 
it. 

Mr. Wautz. That is right. We feel that today’s price of 90 percent 
of parity is not an excessively high price for milk as related to every 
other food and industrial item. And, as indicated here, if we bought 
the estimated surplus during 1954—and this is based on 1954 estimated 
production—if we received nothing for the 6 billion pounds of milk 
equivalent purchased—if we had a complete and total loss on it, but 
maintained the equivalent of 90 percent of parity on the entire produce 
tion of milk, the dairy farmer himself would be 40 cents a hundred- 
weight better off than he will be under the announced program to be- 
come effective April 1, of 75 percent of parity. 

The CuatrrmMan. In other words, you estimate instead of going the 
whole 60 cents a hundredweight, if the farmer would pay in the 20 
cents into this fund he would still be 40 cents a hundred better off. 

Mr. Waurz. That is correct, Congressman Andresen, 

Mr. ANpDRESEN. One other point on consumption that you aave 
mentioned. In 1939—my figures may not be exact but they are ap- 
proximate—our per capita consumption of milk was and 813 
pounds, whereas in 1953 the consumption had gone down to 689 
pounds, I believe. That shows that we really do not have a sur- 
plus of milk or dairy products in this country and that we really need 
more production to get more milk into consumption channels. Am I 

erroneous in my statement ¢ 

Mr. Waurz. No, sir, you are absolutely correct. The potential mar 
ket is here in our own country for all of our milk production. 

Mr. AnprRESEN. I ask unanimous consent, Mr. Chairman, that this 
chart be included in the record and such other charts as they may 
have. 

The Cuarrman. Without objection. 
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Mr. Poace. Mr. Chairman. 
The Cuarmman. Mr. Poage? 
Mr. Poace. You said that you estimated this Board would have to 
take over about 6 billion pounds of milk if it were in operation this 
coming year 

Mr. Watrz. Yes, sir. 

Mr. Poace. What did the Commodity Credit Corporation take over 
last year, or its equivalent? I realize it took butter and cheese chiefly. 
What does it figure in the equivalent of milk? 

Mr. Watrz. About 6 percent of the total production. 

Mr. Poacr. That is a little less than 6 billion pounds, isn’t it? I 
would like to get the comparison of the two. 

Mr. Watrz. It is about the same. The figures that we are using 
are the estimated amount that will need to be taken over by the Fed- 
eral Government during this coming year, or that would be taken over 
by the Board, our figures are those that are published—and they are the 
estimates of the Department of Agriculture itself; they are not our 
estimates. 

Mr. Poace. All I am trying to do is get comparison of them. I am 
not challenging the figures at all. Iam trying to get acomparison. Do 
I understand then that what you are telling us is that this Board will 
have to take over approximately the same amount of milk that the 
Commodity Credit Corporation would have to take over if it main- 
tained the supports at 90 percent of parity ? 

Mr. Waurz. As a beginning we feel that that probably will be the 
ease. But the difference would be that the Board would carry on, 
vastly stimulated merchandising and advertising programs to increase 
consumption of all dairy products on our domestic market. 

Mr. Poacr. I think I understand that you feel that this Board would 
be more interested than the Commodity Credit Corporation has been. 
That is really the crux of the whole thing, isn’t it? You just feel that 
a board of dairymen would be more interested in getting rid of the 
surpluses than the Commodity Credit C orporation would be. 

Mr. Watvtz. I think they would be in a better position because 
strictly governmental agencies such as Commodity Credit Corporation 
I would expect would have difficulty in participating in advertising 
programs with Government funds. 

Mr. Poacr. That is just the point I want to get to. What power do 
you give this Board that the Commodity Credit Corporation does not 
now have? 

Mr. Wavrz. I do not know that I can tell you exactly the power the 
Commodity Credit Corporation has at the present time. This Board 
has the power, as I mentioned a few moments ago, and which is care- 
fully explained in this summary in this little pamphlet beginning on 
page 12, they have the power to participate in advertising and pro- 
motional programs. They have the power as well to sell ‘at reduced 
prices in foreign countries. 

Mr. Poacr. They just have not been exercising their power? 

Mr. Waurz. I believe this board of producers would exercise that 
power, 

Mr. Poace. I come back then to the proposition that what you are 
really basing this on is the increased interest on the part of the Board 
as compared to the Commodity Credit Corporation ¢ 
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Mr. Watrz. I think that is a correct statement, sir. 

Mr. ANpRESEN. May I correct the record, Mr. Chairman ? 

The Cuamman. Mr. Andresen. 

Mr. AnprESEN. I understood you to say that the equivalent of 6 
percent of the milk production has been taken over by the Commodity 
Credit Corporation ¢ 

Mr. Wattz. On last year’s operation, Congressman Andresen. 

Mr. Anpresen. Last year ? 

Mr. Waurz. The figure published by the United States Department 

Agriculture is 6 percent. 

Mr. Anpresen. That would be approximately 100 billion pounds of 
milk and milk products moved into the hands of the Commodity Credit 
Corporation. 

Mr. Waurz. That is correct, sir. 

There are in round figures approximately 100 billion pounds of 
milk moving into commercial channels annually, the balance of the 
production remaining on the farm and consumed on the farm. These 
are very round figures. Of that 100 billion that. moves, Commodity 

redit Corporation took 6 percent. 

I would expect that this Board would have to take over about the 
same amount, at least to start with, until consumption could be in- 
creased to the point where that would not be necessary. There 
would be no fee collected if there was no need for the fee to finance 
a procurement program, excepting that a small fee could be collected 
by the board to carry on these advertising and promotional programs, 
to try to keep consumpt ion in balance with production. 

The Cuarrman. Mr. Golden? 

Mr. Gotpen. Mr. Chairman and Mr. Waltz, in thinking about this 
plan, which I am totally unfamiliar with, with the exception of what 
we have heard here today, and trying to figure out whether it is a 
good proposition or not, would your pl: in be subject to the criticism 
if you create this board, wholly made up of men in production, with 
io members from the processors or handlers and with no one on the 
Board to represent the consuming public, and if the prime purpose of 
that Board is to fix the price of a commodity that goes into interstate 
commerce such as milk and milk products, would your plan be sub- 
ject to the just criticism that it might create a monopoly ¢ 

Mr. Watrz. That criticism has been raised and I do not think 
on a justifiable basis. As I pointed out, farmers have 97.9 percent 
of the total investment in the diary industry—$191% billion. Proces- 
sors and distributors have $418 million, or 2.1 percent of the total 
investment. These are Government figures that I quoted in the record 
a while ago. 

Mr. Gotpren. I remember those figures and it seems to me that that 
strengthens the argument that you may get a deadlock on the price 
here, ‘because the producers have such a great investment as compared 
to the others. if you get everybody into the program, all the pro- 
ducers, those that go in voluntarily and then tax those that refuse 
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to go in, it looks to me that you could dictate the prices and nobody 
else would be considered. 

Mr. Wavrz. The plan, as I see it, would be self-policing in that if 
the minimum value for milk were fixed too high it would stimulate 
production to the point where we would have far more than a needed 
reserve supply, in which event the board would have to buy so much 
product that the assessment made against the producer would be so 
large that the producer would not benefit. 

Mr. Gortpen. While you call this plan you have—and I am not 
indicating whether it is good or bad; we are just trying to find ou: 
what it is—you say it is a self-help plan, yet your plan calls for the 
Government to loan your new board up to $500 million? Is that 
correct ¢ 

Mr. Watrz. Repayable with interest, in order to start the program, 
and that is all. 

Mr. GotpEen. Repayable with the going rate of interest ? 

Mr. Watrtz. Yes, sir. 

Mr. Gotpen. It also calls in the Federal Government to help you 
‘ollect and assess the tax on all the producers. 

Mr. Waurz. Merely to act as a clearing agency for gathering to 
gether the funds that are collected from the producers by the “first 
purchaser of milk. 

Mr. Gotpen. And it also requires the Government, in the case of 
imports that create a surplus, to purchase that surplus ¢ 

Mr. Watrz. The equivalent of it; yes, sir. Exactly as they are 
doing today under the Commodity Credit Corporation operation. 

Mr. Gotpen. While your plan is called a self-help plan, you get a 
good deal of help from the Government under this plan, don’t you/ 

Mr. Wavrz. We only get a minimum of help from the Government. 
The Government today is supporting the world market on dairy prod- 
ucts, as I have indicated. The sale of every pound of American butter 
displaced by the New Zealand butter that came into Honolulu caused 
our Government to purchase just that much more. 

Mr. Goxipen. Anything that will improve the present situation 
ought to receive serious consideration. 

Mr. Warrz. Thank you. I believe that this program will very 
greatly improve the present situation. The criticism of monopoly is 
completely unjustified because, remember, this board is only going to 
do the same thing that the Commodity Credit Corporation is doing 
today. You could say that the United States Government has a 
monopoly today, if you wish to, if the accusation against our plan is 
sound. The Government has no monopoly. All the Government is 
doing is to acquire the surplus that nobody else wants. The trouble 
with the Government program is that they are not getting rid of the 
surplus. Neither are they doing much to stimulate consumption of 
dairy products which the industry itself would and could do. 

Mr. Goupen. Mr. Waltz, aren’t there some things that you could 
lo without any act of Congress at all? 

Mr. Watrz. We are doing many. 

Mr. Gotven. That is indicated in this plan. Could you not set up 
some sort of an insurance plan, such as suggested by Mr. Cooley, 
whereby through private industry you can assess your members a 
production fee to t: alee care of the cost of operating your advertising 
program which you could do on a private industry basis to promote 
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the consumption of these dairy products and accomplish part of this 
project without having the Government go into it at all # 

Mr. Watrz. The dairy industry is doing that today, operating 
principally through the ADA—American Dairy Association—where 
voluntary contributions are made to that agency for the purpose of 
stimulating consumption of dairy products. As I mentioned awhile 
ago, there are a few States that have legislation requiring producers 
to be assessed and the funds used for the promotion of dairy products. 

Mr. Gouipen. That is all. 

Mr. Bevcuer. Would you yield? 

The Cnarrman. Mr. Belcher. 

Mr. Beicuer. I have heard some very excellent advertising of milk 
products. I am wondering what the results have been. Has that 
nereased the consumption of milk and dairy products? 

Mr. Watrz. Advertising, of course, is rather slow to show results. It 
is difficult to put your finger on exactly what has been accomplished 
with advertising. However, we all feel that the present advertising 
program is well worthwhile and producers themselves every place that 
[ have been are in favor of having more of their own money spent in 
the advertising of dairy products. That does not mean to say that 
every farmer in the United States is in accord with that, but the 
majority, I feel, are. 

The Cuatrman. Mr. Sutton? 

Mr. Surron. Following up what Mr. Golden said, has your organi- 
zation discussed this with the processors, have you sat in with them on 
this plan ? 

Mr. Wavrz. In an informal way; yes. We have invited processors 
to sit down with us. We had a delegation of two come in and see us 
last Friday, after we had issued invitations for many, many months, 
and that is the first time that they officially, if that was an official 
visit, indicated any interest in sitting down and discussing the de 
tails of the program with us. 

Mr. Surron. Have you discussed this with the Department of 
Agriculture officials ? 

Mr. Waurz. I have personally discussed it on a limited basis with 
Secretary Benson in the short period of time that he could devote to it. 
At his request he was furnished with copies of the plan as far back 
as last November. 

Mr. Surron. Going further, this creates another independent 
agency in the Government. Have you discussed that with the White 
House ? 

Mr. Warrz. Iam sorry, I did not hear you. 

Mr. Surron. This creates another independent agency of the Gov- 
ernment. Have you discussed that with the White House ? 

Mr. Watrz. We had the pleasure of visiting with the President on 
February 3 in the White House. When I say “we” I mean the execu- 
tive committee of the National Milk Producers Federation, at which 
time I did, in the limited time available, discuss this self-help pro- 
gram. Congressmen Hope and Andresen were both in attendance. 
The President indicated real interest in the program and asked Con- 
gressman Hope and Senator Aiken if they were arranging for hear- 
ings on the program. 

Mr. Surron. Going back to your plan, what will happen to the sur- 
plus that we now have, what we call surplus? 
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Mr. Waurz. We ask for the privilege of a fresh start. Since those 
surpluses have been accumulated by the Government the bill provides 
that they shall not return them to the domestic market. They can use 
them for donations to charitable institutions, school lunch, Army, or 
foreign sales. 

Mr. Surron. In other words, what they have on hand must be a 
complete loss to our price support program. ‘That is more or less 
what you advocate ¢ 

Mr. Watrz. No. If they were able to sell at some value for foreign 
trade, they could recover that much. Or they could transfer the 
products to the Armed Forces. 

Mr. Surron. In referring to foreign trade you are not referring 
to sending it to Russia as Secretary Weeks have declined to do, are 
you? 

Mr. Watrz. I was asked that question the other day, whether I 
would favor putting this present butter surplus into the hands of the 
Russians. My reply was that I would favor putting it into the hands 
of the American housewife at a reduced price. We have recommended 
a butter-disposal program that we are going to discuss in the Secre- 
tary’s office again this afternoon, and hope that they will adopt the 
program because it is sound. I will go over that briefly if you want 
me to later. 

Mr. Cootry. Will you yield? 

Mr. Surron. Let me ask one further question. Of course the farm- 
ers have to approve that plan by vote. Would you be in favor of the 
dairy farmers voting on this program as we have in the Department 
porgram? In other words, the farmers would have to agree to it. 

Mr. Watrz. We have never explored that, but I would see no objec- 
tion to that being a provision of the bill. The program would need 
to have the approval of the producers themselves. 

Mr. Surron. One other question. I understood you to indicate 
that you might ask for a tariff on importation of butter. 

Mr. Wavrz. A tariff? 

Mr. Surron. Yes. 

Mr. Waurz. We have a tariff now. 

Mr. Surron. I mean raising that tariff ? 

Mr. Watrz. No. We only asked that the same assessment be col- 
lected on the imported dairy products that the dairy producer pays 
on the American production, so the funds can be utilized for the pur- 
poses as set up within the powers of the board. 

Mr. Surron. In other words, if New Zealand were to ship butter 
to the United States or to Honolulu, as you say they do, they would 
have to pay the same tax as your membership in the United States 
would pay ¢ 

Mr. Waurz. As the American farmer pays; yes, sir. 

Mr. Surron. Is that not contrary to our reciprocal trade act that we 
have on the statute books today? 

Mr. Watrz. I am not qualified to answer that question, -but it is my 
impression that where a uniform assessment is applied both to im- 
ports and to domestic production the trade agreements will not be 
violated. There is no discrimination against imports in the proposed 
assessment, and imports would benefit from a stabilized market just 
as domestic production would. 
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Mr. Surron. Further than that, you are asking first that the CCC 
lend you money at the Govenment rate of interest that they borrow 
money for the first year. Are you asking further that they lend you 
at the first of each year additional money 

Mr. Waxtz. That could be the case because there is no point in con- 
tinually collecting the stabilization fee and building up a huge sum of 
money. It might be that there would be need for borrowing from 
the Government at the beginning of every year until the collection of 
the stabilization fee was made later in the year and used for the pur- 
pose of repaying the loan from the Government. As I see it, the loan 
could be liquidated every year. 

Mr. Surron. But each year you would want to borrow from the 
CCC? 

Mr. Waurz. We would either have to do that or build up an equiva- 
lent fund in the hands of this board for no other purpose. 

Mr. Surron. In building up this equivalent fund that you speak 
of, how much would you expect to use for administration of the 
program ¢ 

Mr. Wattz. I cannot give you a close estimate on it, but as you 
‘an see, limiting the tots al payment to the Board members at $2,500 
a year, from that standpoint it would be very economical to operate. 
If I were on that Board I would utilize commercial avenues of oper- 
ation to the greatest extent possible, preventing the building up of a 
huge force which is unnecessary to handle this program. 

Mr. Surron. How much are you now collecting from the Ameri- 
can Dairymen’s Association each year ? 

Mr. Waurz. I believe their anual rate of collection now is ap- 
proximately 414 million dollars a year. 

Mr. Surron. That is for the advertising program and so forth? 

Mr. Wattz. Yes, sir. 

Mr. Cootey. Will the gentleman yield? 

Mr. Surron. Yes 

Mr. Cootey. You made the statement that you did not think it would 
be necessary to build up a huge force to handle this program. Ac- 
tually, you would put the burden on the entire Internal Revenue De- 
partment from one end of the country to the other because they would 
be collecting the taxes in every precinct in the country. 

Mr. Waurz. They would only be receiving the funds that it would 
be compulsory for the operator—— 

Mr. Cootry. It is compulsory to pay taxes, but you still have to 
have tax collectors to collect this money and remit it to the Treasury 
and put it into a special account and see that its integrity is pro- 
tected clear through the program. You would put an administrative 
cost on the Federal Government that would necessitate the employ- 
ment of additional personnel. 

Mr. Gotpen. Would the gentleman yield ? 

Mr. Cooter. Yes, sir. 

Mr. Goren. I would like to ask if a fellow did not pay his taxes, 
then would you call on the Revenue Department to go and check 
up on him as they do if a man does not pay his income taxes? 

Mr. Waurz. I do not believe this is a parallel case. 

Mr. Cootry. And take him to court. The same penalties and pro- 
cedures would apply as regards the excise tax. 
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Mr. Waurz. We have set up in the bill that the operation of that 
part of the program would be under the regulation of the Internal 
Revenue Department, they to promulgate their rules and regulations. 

Mr. Cootry. Putting the burden on the Secretary of the Treasury 
to do it? 

Mr. Watrz. That is correct. 

Mr. Cootry. One other question if I may. 

Mr. Surron. Certainly. 

Mr. Cootry. I understood you to say to Mr. Sutton that under 
this self-help program you would want to start with a clean sheet. 
You would not want the stocks on hand ultimately to find their way 
into domestic trade channels, excepting to go to charitable institu 
tions under the provisions of the existing law, is that correct / 

Mr Wattz. That is essentially correct. 

Mr. Cootey. Then I understood you to say almost in the next breath 
that you wanted this to go to the domestic consumers at a lower price. 

Mr. Waurz. I was talking about two entirely different programs. 
The second statement that I made related to a program that has been 
recommended to the Secretary as a means of disposal of his present 
inventory, and which program could also be utilized by this Board in 
the event they had a surplus. 

Mr. Cootry. In other words, you first want the Secretary to get rid 
of the inventories he has by getting them into trade channels and 
then let your program have a fresh start ¢ 

Mr. Watrz. Yes, sir. 

Mr. Surron. Mr. Waltz, would you be willing to take over the 
stocks that we now have and instead of disposing of them next year 
dispose of them this year? 

Mr. Watrz. It is set up in the bill that if the Secretary desires the 
Board to handle the disposal of the stocks for him they shall do so. 

Mr. Surron. And let that be charged to you, on the money that 
you borrowed / 

Mr. Watrz. I hardly think that would be a fair burden to put on 
the producer since the stocks have already been acquired. 

Mr. Surron. Of course the stocks have already been acquired but 
we have a lack of consumers to take them away. 

Mr. Waurz. Of course that relates to a great many different things. 
The producer during this past year has not received 90 percent of 

support. For manufacturing milk during the 11 months of this 
present current crop year, the producer has received, as published by 
the United States Department of Agriculture, $3.486 per hundred- 
weight for milk. Ninety percent of parity on manufactured milk is 
$3.74, as calculated by the Department of Agriculture. So he actually 
received 25.4 cents per hundredweight less than 90 percent of parity. 

In February of this year he received, according to the Department 
of Agriculture, $3.38 against $3.74 which was 90 percent of parity or 
36 cents a hundred less than 90 percent of parity. 

Mr. Surron. Here is the situation that we are in. Of course when 
the Secretary of Agriculture placed in an order reducing the price 
support of milk produe ts of course the dairymen, and I come from a 
dairying section in Tennessee, our producers down there are very 
bitter against the Secretary of nr because of this order. 
However, the consumer in New York City has started a long telegram 
congratulating the Secretary for doing it, because the consumer thinks 
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the price of butter and milk is too high. As you realize yourself, being 
in the agricultural industry, we farmers are in trouble not only from 
the dairy situation but all price support legislation is in trouble. 

As was brought out yesterday by my good friend, I believe Mr. 
Andersen, or Mr. Hoeven, he said that any time we take a piece of 
legislation to the floor we are in trouble regardless of what the agri 
culture bill is. The first question they would ask us on the floor, if 
we were to take such a propos: al to them, is what is going to be the 
price to the consumer. Can you tell me that ? 

Mr. Vaurz. As I see it, this program, if the board elected and fe . 
it proper to oper ate on a 90 percent support or pr ice calculated t 
return that minimum value for milk, the sales price to the consuraer 
would not be affected in any way. 

Mr. Surron. In other words, it would not fluctuate either way 
from the price it is today, is that right? 

Mr. Waurz. That is right. 

Mr. Surron. If the farmer would get 90 percent of the support 
price under this self-help program, the price of butter and the price of 
milk would not be any more than it is today on the 75 ? 

Mr. Waurz. The support in effect today is 90 percent of parity. 
There would be no higher price unless, of course, there were new costs 
added due to higher wage rates paid by the processor and distributor. 
I assume then that he would be forced to raise his gross margin and 
raise the price of milk. All this bill does, actually, is put a minimum 
value on milk. 

Mr. Surron. Let me ask you further on this money situation. You 
say it is going to cost the Government some money. Mr. Cooley 
brought out the fact that it would incur additional people being em- 
ployed in the Department of Internal Revenue under the Secretary 
of the Treasury to carry out this program. Would your organization 
be willing to foot that bill? 

Mr. Waxrz. We have not included that in the proposed bill. 

Mr. Surron. I know it is not in the proposed bill. Would you be 
willing to do it? 

Mr. Waurz. I cannot speak for everyone else, but knowing producers 
as well as I do they are not asking for a handout from anybody. I 
believe they are willing to pay their own bills. I can say this: That 
in our own State of Washington, where it is compulsory for the first 
purchaser to make a reduction, there is no burden put on the shoulders 
of the State government in collecting this fund, and there has been 
very, very little diffic ulty in having the fund transmitted on by the 
operator making the deduction. 

Mr. Surron. One more question and I am through, Mr. Chairman. 
Back to the votes by the dairymen themselves: you say that you would 
be willing to let them have the same kind of vote to approve it as we 
have on the tobacco program or wheat and corn ? 

Mr. Wattz. Personally I could see no objection to that at all. 

Mr. Surron. That is all, Mr. Chairman. 

Mr. AnpresEN. I think you had better proceed with your statement. 

Mr. Aserneruy. May I ask one question, if you please, Mr. Chair- 
man ? 

Mr. Waltz, I would like to know whether or not this program was 
submitted to the last convention of the National Milk Producers 
Federation ? 
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Mr. Waurz. Yes, sir; it was submitted on November 12 in Houston, 
Tex., with 1,060 delegates in attendance. 

Mr. Aperneruy. Then one further question. How much opposi- 
tion was there among the producers ¢ 

Mr. Wavrz. There was not a single negative vote cast after it had 
been considered for 2 days. Last week I attended a very large pro- 
ducer’s meeting in Minneapolis with more than 4,000 producers. The 
board of directors of that organization unanimously approved this bill. 
It was submitted to the membership. They adopted the bill without 
a single opposing vote. 

Mr. Anerneruy. To what extent, if any, have you received com- 
munications from producers around the country who have not had a 
chance to express themselves in a convention # 

Mr. Waurz. I have personally received only one letter of objection 
from a manager of a cooperative association. The criticisms that we 
have heard have come from manufacturers and distributors who do 
not want a minimum value for milk. 

Mr. Aserneruy. Do you think that producers generally are ex- 
tremely well informed as to what is in this proposal ? 

Mr. Waurz. I think they are becoming very well informed. I have 
attended 16 meetings of large producer groups since November, and 
1 have only had favorable reaction. 

Mr. Aperneruy. And you do not find any opposition among the 
dairy people? 

Mr. Watrz. I have found none at all from producers. 

Mr. AserNeruy. That is amazing. 

Mr. Lover. Will the gentleman yield? 

Mr. Aperneruy. Yes. 

Mr. Lover. This proposed legislation is the result, is it not, of the 
request made by Secretary Benson a year ago that the milk producers 
should come up with a program that would help the industry as a 
whole? 

Mr. Watrz. Yes, sir. This is not a new thought. We have been 
working on this type of legislation for years. I was on the committee 
that Secretary Benson called to Washington last February, a year ago. 
At that time he made the request that the producers do something 
about the surpluses and bring in a program. This is what we have 
done, and this is our program. 

Mr. Lovee. I think you are to be commended. 

Mr. Waurz. Thank you. 

Mr. Anpresen. Mr. Golden. 

Mr. Gotpen. Mr. Chairman, I have another question or two. I 
hope that the witness has understood that I am not declaring for or 
against your proposal. I think there are some good things in it and 
some things that ought to have more thought. It does appear to me 
at the present time that the producer does not have much protection 
and it does appear, in thinking about this bill, that it, would afford 
some protection to the producers of milk throughout the country. It 
does appear to me under the present situation that the handlers and 
the distributors of dairy products can pretty well dictate what they 
pay, and also pretty well dictate what the customer pays to them, and 
your bill may afford some protection to the consumers and to the pro- 
ducers that they do not now have. 
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Mr. Waurz. I think that is correct. I have some more written testi- 
mony that is rather brief, and we have 2 or 3 more charts that I think 
possibly will touch on exactly the question that you have raised, Con- 
oressman Golden. I would like, before proceeding with the written 
testimony—— 

Mr. Surron. Would you yield right there? I would like to get one 
thing in the record that I think would help this. 

Mr. GoupEN. Yes. 

Mr. Surron. Can you tell us exactly what the farmer gets for tha 
quart of milk when he sells it ? 

Mr. Wavrz. In different markets you realize the returns—— 

Mr. Surron. The maximum in any market in the United States that 
a farmer would get for a quart of milk. 

Mr. Waxrz. I would say a maximum—he would get about 40 per- 
cent of the resale price. The highest market that I know of he is not 
getting over possibly 11 or 12 cents, and in many markets he is getting 
6 and ¢ cents a quart. 

Mr. Surron. And in some markets he is getting 6 and 7 cents 

quart and the maximum would be 11 or 12 cents. 

Mr. Waurz. I would think that would be reasonably accurate. 

Mr. Surron. And we pay 25 to 28 cents a quart. 

Mr. Anpresen. Mr. Belcher, did you have a question ? 

Mr. Bevcurr. No, sir. 

Mr. Anpresen. Mr. Waltz, you may proceed. 

Mr. Watrz. I am on page 2. I would like to mention one more 
thing before proceeding with that. The Under Secretary of Agri- 
culture, Mr. Morse, made the statement that there was little or no 
criticism of the Secretary’s announcement of 75 percent of parity. 
I have a news item in front of me where U nde Secretary of Agri- 
culture Morse attended a meeting of the Miami Valley Dairymen’s 
Association in Dayton, Ohio, on March 9. The article clearly indi- 
cates that at the meeting there was serious criticism of 75 percent of 
parity on the part of producers. 

From my own standpoint I am closely associated with the pro- 
ducers. I personally operate a large producer’s manufacturing and 
distributing organization, and I can tell you that producers are critical. 
We will develop some figures now with your permission that will 
point out the plight of the dair y farmer under 75 percent ot parity. 

Mr. Sutron. If they do not believe it is eritioa) under 75 percent, 
my mail is wrong. 

Mr. Watrz. Your mail and other Congressmen’s mail, Mr. Sutton. 

On page 2 I am resuming the w ritten testimony. We now would 
like to point out to you the effect—on dairy farmers and the national 
economy—of reducing price supports on dairy products from 90 to 75 
percent of parity. Let us review a few facts. 

In the 1937-41 period, our total national income averaged $80 billion, 
as compared to $308 billion in 1953. The purchasing power of the 
1953 dollar is, of course, smaller, but even on the basis of the pur- 
chasing power of 1937-41 dollars, our national income in 1953 was 
1.9 times that in 1937-41. We believe that this upward trend in 
national income is dependent on all important segments of the economy 
being prosperous. Extracts from the economic report of the President 
and excerpts from the joint economic report substantiate our position 
and are filed as exhibit A. 
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The dairy farm family income has declined continuously since 1952. 
With supports dropped from 90 to 75 percent of parity, its purchasing 
power in 1954 will be even less than in the recession period of 1937-41. 
Dairy farm prices averaged 101 percent of parity in 1952. In 1953, 
dairy farmers realized 93 percent of parity on all whole milk; 84 per- 
cent of parity on manufacturing milk; and 89 percent of parity on 
butterfat in cream sold from farms. From November 1952 to January 
1954, the prices received by farmers for all milk sold at wholesale 
dropped from $5.38 to $4.38 per hundredweight, or 18.6 percent. 

In 1953, approximately 104 billion pounds of milk equivalent were 
sold from farms—6 percent more than in 1952. Yet, total farm in- 
come from dairy product sales was approximately $400 million less 
than in 1952 

Gentlemen, we have four charts. With your permission I would 
like to display t hem, Mr. Cotton, economist for the National Milk 
Producers Federation is here and will be pleased to answer any ques- 
tions that you might care to ask. 

Mr. Corrvon. Mr. Chairman, this chart, No. 1, shows the total annual 
returns to operator and family for labor and management on dairy 
farms in the central Northeast States and western Wisconsin. 

Averages for the years 1937-41 and 1947-50, and individual 
years 1951 through 1954 are indicated. All of these years were taken 
directly from these two Government publications, with the exe eption 
of 1954. The two Government publications are the Dairy Situation 
of Mareh 1, 1954, and Agriculture Information Bulletin, No. 116, 
August 1953. 

The Government data through 1953 are plotted exactly as published 
for the exact years they are published. In 1954 we have estimated 
what these returns would be with this drop in support prices. We 
have done that by taking the volume of sales reported on these farms 
and reduced it by the percentage of price drop in the case of the Wis- 
consin farms, and in the case of the northeast farms we put down 
two estimates, one if the price support dropped just on that part of the 
milk that did not go into bottles, and two, if it dropped the whole way 
on all the milk. 

You will see that even in 1953 the returns to farmers had dropped 
in the case of western Wisconsin farms from 1952, $2,681 to $1,338, or 
more than one-half from 1952 to 1954. 

In the case of the Northeastern States it had dropped from a peak 
in 1951 of $3,167 to an estimate ranging between $309 and $852 in 1954. 

The next chart, No, 2, is based on 1937-41 purchasing power, or 
reduced to 1937-41 dollars. Here you will see that the purchasing 
power of eis farmers—in 1937-41 dollars—in 1954, is even lower 
than it was back in the recession years of 1937-41, and it will have 
dropped in 1954—1937-41 dollars—in the case of western Wisconsin 
farms to $669 per farm. 

That is the 1954 estimated purchasing power of the farm family for 
their labor. That includes all of the things they use on the farm. 

The next chart is based on the first one, chart No. 3 this is. It also 
shows returns to dairy farm labor, except that we have divided the 
total returns by the number of hours worked. 

Here we see that even in 1953 based on Government publications 
income to dairy farm families had dropped as low as 35 cents an hour. 
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\nd in 1954 we estimate incomes ranging somewhere between 7 and 
20 cents per hour. 

Mr. AnpresEN. Do you mean that that will be the wages or what 
the farmer will get per hour for his income ? 

Mr. Corton. After he has paid his farm expenses and has paid in- 
terest on his investment, that will be the amount left per hour of labor 
for himself and his family. 

Mr. AnprEsEN. Will you state that figure again? 

Mr. Corron. In 1953, according to Government publication, it 
amounts to 35 cents. With this reduction from 90 to 75 percent of 
parity we estimate that it will range from 7 to 20 cents an hour, or as 
compared to hired farm labor, 85 cents an hour; and industrial wages 
of $1.76 per hour. 

Chart 4 is the same as chart 3 except that we have converted this to 
1937-41 purchasing power. It shows that we will be far worse off 
in 1954 than we were back in the 1937-41 period. As compared to 
hired farm labor, dairy farmers will have less than half of the pur- 
chasing power; and as compared to manufacturing workers less than 
one-fifth the ay oer ising power. 

Mr. Waurz. Gentlemen, I will resume my testimony, with your per- 
mission, beginning at the bottom of page 3. 

Furthermore, the dairy farmer has suffered a considerable loss in 
the capital value of his cattle. The value of milk cows in herds al- 
ready has fallen from $251 per head in January 1952 to $146 in Jan- 
uary 1954, or 41.8 percent. The total drop in the value of the Na- 
tion’s milk cows in the past 2 years has been $2,250,000,000, or 38.5 
percent. This is in spite of the fact that the number of milk cows is 
now greater by over 1 million head—952, 23,369,000; 1953, 24,094,- 
000: 1954, 24,735,000. 

As the 75 percent support materializes and dairy product prices 
drop, a corresponding further decline in cow values can be expected. 

What will be the effect in dairy farm mortgage foreclosures of 
these calamitous falls in dairy income and values! What will be the 
effect on business activity which depends on dairy farm purchasing 
power? What will it mean to the levels of living of dairy farm 
families, and the families of workers employed in allied industries / 

What happens to the dairy farm family which expanded its herd 
as recently as late 1952, at 1952 costs—at the behest of the National 
Government and on the prediction that we would be short of milk? 

With low prices, reduced capital, and the threat of bs ankrupte; y fac- 
ing dairy farmers, what will happen in the next 2 or 3 years to the 
milk supply for a rapidly growing population whose requirements 
are increasing at the annual rate of 2 billion pounds of milk per year. 

In the light of that growing need, is it logical to bankrupt thou- 
sands of dairy farm families now? For a few dollars shall we throw 
our national economy into a tailspin ? 

Dairy support program costs are comparatively modest. How 
heavy have been the price support purchases of dairy products as 
compared to those of other commodities? The attached table A, pre- 
pared by the Commodity Credit Corporation, shows that there are 18 
agricultural commodities which, in 1954—even with acreage con- 
trols—will have a considerably higher proportion of total produc- 
tion placed under price support than will milk or butterfat. 
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Sixteen of these are charted in comparison with milk in chart 5. 
From 1951 through 1954, less than 4 percent of our milk production 
will have been placed under price support. This compares with over 
one-third of the wheat, peanuts, and wool crops; and about one- 
fourth of the cotton and cottonseed, and flaxseed crops during the 
same period. 

With your permission again I would ask that Mr. Cotton be privi- 
leged to refer to another chart. 

Mr. Corron. Mr. Chairman, this chart, No. 5, is taken from a table 
filed by the Secretary of Agriculture before the Senate Agriculture 
Committee about 10 days ago. It shows the estimated proportion of 
total commodity crop that is s expected to be placed under price support 
in the 1954 crop year. 

In the case of cotton, extra long staple, it is 100 percent; wool, 
percent; peanuts, 49 percent; and on down the line. The 17th one 
over here, milk and butterfat, is 6 percent. 

Mr. Waurz. Little will be accomplished by a drop in support levels. 
How much will dairy product production be decreased, or dairy prod- 
uct consumption be increased, in 1954, as a result of dropping supports 
to 75 percent of parity ¢ 

The Dairy Situation of March 1, 1954, issued by the Agricultural 
Marketing Service, makes some predictions on this score. It states 
that milk production in 1954 is likely to be 124,000,000,000 pounds, 
as compared to 121,200,000,000 in 1953. 

It further points out that even though dairy farm prices in 1953 
were some 11 percent lower than in 1952, and consumer incomes were 
at record levels, total per capita consumption of dairy products in all 
forms was less in 1953 than 1952. This recognizes the fact that dairy 
product prices have risen only 122 percent since 1939, as compared to a 
rise of 136.5 percent in all food prices, and a rise of 200 percent in the 
weekly earnings of manufacturing workers. 

In the past 2 years there was little change in the retail prices of dairy 
products asa group. From the first quar rter of 1952 to the last quarter 
of 1953, retail values fell only 1.3 percent. In the case of fluid milk 
and American processed cheese, retail costs to consumers actually 
went up—in spite of drops in producer prices of 5.9 and 14.1 percent, 
respectively. 

Marketing margins on all dairy products, except butter, increased 
during this period from 8.7 to 21.3 percent. These increased margins 
just about wiped out corresponding decreases in producer prices, with 
the producer taking the loss and the consumer gaining practically 
nothing (chart 7 and table 9). 

We have another chart which with your permission Mr. Cotton 
will discuss. 

Mr. Corron. Mr. Chairman, this chart, No. 7, is taken from the 
USDA data published in the Marketing and Transportation Situation 
and shows the percentage change in dairy products values from the 
first quarter of 1952 to the last. quarter of 1953. If vot look at the 
legend it will enable us to follow the chart a little better. 

The retail value of all dairy products are indicated in that 2-year 
period. They dropped only 1.3 percent. On the other hand the farm 

value of milk dropped 10 percent. The marketing margin increased 
8.7 percent. 
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In the case of individual products, if we look at cheese, American 
processed cheese, it is represented by the black bar all the way across, 
you will find American processed cheese prices at retail increased dur- 
ing this 2-year period, while the farm oie of the milk that went into 
American processed cheese dropped 14.1 percent. During the same 
period the margin on American processed cheese increased 21.: 
percent. j 

Mr. AnpresEN. Do you have the factors making up that increase in 
margin to show what brought it about ? 

Mr. Corron. These data and a discussion of them are in the Market 
and Transportation Situation, issued February 17, 1954. This chart 
covers all the items from the time the milk was received at the point 
of first processing until the consumer bought it at retail. 

Mr. AnpresEN. The reason I would like more explanation on that 
is due to the fact that many distributors claim that their margin is so 
small that if they have to make it any smaller they will go into bank- 
ruptcy. 

Is the principal item increasing that margin the labor costs? 

Mr. Corron. I cannot answer you, Congressman Andresen, as to 
what the analysis of the particular factors is, because we have not had 
an opportunity to study it. But this is the summary of the record. 

Mr. Anpresen. According to your chart, the producer receives less 
and the consumer pays more. 

Mr. Corron. In the case of American processed cheese the consumer 
was paying more, the producer was receiving 14 percent less; in the 
case of exaporated milk the consumer was paying some less but at the 
same time the margin went up 16.7 percent. 

The Cuarrman. These and other charts will be included in the rec- 
ord, and if you can supplement your statement with the informa- 
tion that I have indicated we would like, we would very much like you 
to do that. 

(The supplemental data referred to above is as follows :) 


The following material is a quotation from the Marketing and Transportation 
Situation, February 17, 1954, in answer to your question as to what have been the 
factors responsible for increases in marketing margins for dairy products: 


“Increases in operating costs 


“Information on milk dealers’ operating costs, although it is not conclusive, 
indicates that operating costs increased from 1950 to 1953 at about the same rate 
as gross margins. Wages in dairy products plants throughout the United States 
increased 24 percent from 1950 to 1953. In the same period, prices of machinery 
and motive products rose 13 percent and prices of fuel, power, and lighting mate- 
rials and services increased 6 percent. Weighing these three major operating- 
cost items, in proportion roughly to their relative importance in the total operat- 
ing costs of milk distributing companies, indicates that these costs increased 16 to 
20 percent in the 4 years 1950-53. Wages, which alone account for more than 
half of all operating costs, constitute more than two-thirds of the sum of the 
three major items: wages; machinery costs; and fuel, power, and light expenses. 

“Although the prices of ma jor- cost items increased 16 to 20 percent from 1950 to 
1953, there is no information available which definitely indicates whether oper- 
ating costs increased more or less than this. Information is lacking on the actnal 
outlays of distributors and on the quantities of inputs used by them. Operating 
costs probably increased from 1950 to 1953 but may have increased less than 
prices of operating-cost items because of increases in operating efficiency. Busi- 
nessmen confronted with rising prices of an input, for example labor, usually 
intensify their efforts to use less of it. And milk dealers probably have continued 
in recent years to increase operating efficiency. Among the cost-reducing trends 
in the milk industry are: (1) Continuing substitution of machinery for human 
labor, (2) expanding capacities of milk plants, (3) increasing volumes of lower 





2912 LONG RANGE FARM PROGRAM 


mt _ 


cost wholesale distribution relative to retail distribution, and (4) reductions in 
the frequency of deliveries of milk. On the other hand, more active competition 
among dealers has tended to increase the number and costs of special services 
to customers.” * * * 


Vargins on butter 
“From 1950 to 1953 the average retail price of butter rose from 72.5 to 79.0 cents 
per pound while the farm value of a pound of butter rose only from 50.0 cents 


to 53.3 cents. As a result, the gross marketing margin increased 14 percent from 


9 sk * 


22.5 to 25.7 cents 

“Although costs of marketing butter, exclusive of manufacturing costs, un- 
doubtedly increased from 1950 to 1953, information is lacking on a number of 
important points relating to these costs; therefore, specific estimates cannot be 
made. Furthermore, it is not reasonable to conclude that total marketing costs 
increased either more or less than the gross marketing margin increased from 
1950 to 1953. * * * 

“Cheese-manufacturing costs from 1950 to 1953 increased an estimated 18 to 
22 percent because of higher wages and higher prices of nonfarm materials used 
by cheese factories and marketing agencies. Although the above data seem to 
indicate that net margins of cheese factories widened somewhat from 1950 to 
1953, the information needed to prove or to disprove this point is not available. 
Numbers of cheese plants appear to be declining. From 1939 to 1952, numbers of 
plants manufacturing American cheese fell 35 percent from 2,284 to 1,478. 

“As in the case of other manufacturing dairy products, the lack of information 
on costs of marketing cheese, exclusive of manufacturing costs, prevents accurate 
estimation of changes in total marketing costs in relation to changes in gross 
margins.” 


Mr. Wartz. Gentlemen, again I would like to direct your attention 
to what we are talking about in the way of surplus, 1.8 ounces per 
person per day of whole milk. ‘From these two announcements on 
production and consumption, it is apparent that the drop in support 
prices will do little to bring supply and demand into balance this year. 


What, then, will be the financial results to the Government and to 
the dairy farmer¢ The Commodity Credit Corporation predicts it 
will buy 6 percent of the milk production this year—the same percent- 
age as the past year. If it does, its saving will be largely the differ- 
ence in the cost of the same quantity at 75 percent of parity as com- 
pared to the cost at 90 percent of parity. This would amount to about 
S40 million. As already has been pointed out, it will cost dairymen 
up to $600 million in dairy product sales, and further losses in dairy 
animal sales and inventories. 

For these reasons, the National Milk Producers Federation strongly 
recommends the enactment into law of the following amendment to 
section 201 of the Agricultural Act of 1949 (7 U.S. C. sec. 1446) by 
inserting at the end of subsection (c) thereof the following: 

That price support level for milk, butterfat, and the products of milk and 
butterfat for any year shall not be reduced by more than 5 per centum of the 
actual price intended to be reflected to farmers by the support program for the 
preceding marketing year, except that such limitation does not apply to reduc- 
tions due exclusively to changes in the parity index. 

This amendment has been introduced by 26 Senators and 16 Rep- 
resentatives and has been unanimously approved by the special dairy 
committee of the House Agriculture Committee of which Congress- 
man Andresen is chairman. We believe the Secretary of Agriculture 
would have been assisted by such an amendment instead of the existing 
language of the 1949 act at the time of his price support announce- 
ment. It would have permitted him to comply with the President’s 
announced policy of limited year-to-year changes in price support 
levels. 
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We urge the immediate enactment of this emergency legislation. 
further I would like to comment very briefly on a butter disposal 
program that has been presented to the Secretary of Agriculture 
and which has the approval of the National Milk Producers Federa 
tion, and that is that his existing inventory of butter be returned to 
the American housewife by turning that butter over to the distrib- 
utors of butter at a lower price than the current market, with a cer- 
tification and requirement on the part of the distributor that they 
average the current market price with the price charged by the Secre- 
tary and reduce their selling price to the consumers accordingly. 

Gentlemen, that concludes the prepared and the oral testimony 
that I have on this subject. 

Mr. Potx. Mr. Chairman, will the gentleman yield / 

Mr. ANDRESEN. Yes. 

Mr. Pork. I want to compliment you, Mr. Waltz, on a very excel 
lent statement on the dairy situation. As you probably know I repre 
sent a great dairying area in the State of Ohio and I am deeply con 
cerned with this problem. I want to call attention to the exhibit that 
you have on the table, the bottle of milk, with just a little milk 
in the bottom of the bottle. 

I wish you would explain that a little more just so we would ‘inder- 
stand what you intend to show by that exhibit. 

Mr. Watrz. That represents 6 billion pounds of milk. If we could 
increase the daily per capita consumption of the American public 
by that little amount of milk, we would have a shortage instead of 
a surplus. 

Mr. Pox. I think that is very significant and it should be called 
to the attention of the committee. That is all that I have, Mr. 
Chairman. 

Mr. Anpresen. Mr. Waltz, I would like to ask you a few questions 
What is your opinion as to the effect on production of milk if this 
75 percent of parity policy stands and goes into effect on April 14 
Will there be an increase in the number of dairy cows, an increase in 
production of milk, or will it have a different effect / 

Mr. Wattz. It is my opinion, after talking with many, many actual 
milk producers and men who earn their entire livelihood from the 
dairy herd that the immediate result will be an increased milk pro- 
duction due primarily to the fact that producers need to maintain 
their income at not lower than the present level. 

On the other hand the long run effect will be that many, many 
dairy farmers will be forced into bankruptcy and over a eg 
period of time it is my opinion that we will have a substantially 
duced production of milk, and with our annual rate of cons daariton 
increasing by about 2 billion pounds of milk, this action can en- 
danger seriously the future milk supply of this Nation. 

Mr. Anpresen. For how long a period do you calculate this long 
range period before there will be a decided reduction in the dairy 
herds of the country ? 

Mr. Wartz. There will be a decided reduction in my opinion be- 
ginning within a year, and a shortage of milk if that level is continued 
within not less than 3 years. 

Mr. Anpresen. That will be largely because there will be a large 
number of dairy farmers who are going into bankrup tey and who 
will be forced to liquidate their herds of livestock 
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Mr. Watrtz. Yes, sir. 
Mr. Anpresen. And that will further distress the livestock market ? 
Mr. Wartz. Unquestionably. 

Mr. Anpresen. I have had some arguments with some of the econ 
omists and I am not an economist, just a practical member of this 
committee, but it has been my opinion that the dairy farmer, in order 
to maintain his income, will increase his herd, will keep all of his heifer 
calves, he cannot get anything for them anyway, and he will keep the 
cows that should be culled out because he can get more out of the milk 
that they might produce, and under 75 percent support the Govern 
ment will be buying more dairy products than they will under the 90 
percent sup port program. 

Am I wrong in my conclusion ? 

Mr. Waurz. Your conclusions and mine are identical, Congressman 
Andresen. 

Mr. Anpresen. I am sure that there are other members here who 
would like to go into other phases of the program. 

Mr. Poage? 

Mr. Poacr. We have just listened to several days’ testimony calcu 
lated to induce us to lower the support prices on our basic commodities 
to at least 75 percent of parity. As I understand it the assumption 
on which those people who advocate the reduction of all support 
prices to 75 percent of parity, particularly meaning the Secretary of 
Agriculture and the American Farm Bureau Federation, they predi- 
cate their argument on the theory that by doing that they can reduce 
production of those commodities. 

You have just explained why a reduced support will not reduce the 
production immediately on dairy products, and I think your expla- 
nation is right. Do you think that the same explanation applies 
across the board for agricultural products, for cotton, for wheat, for 
other commodities ? 

Mr. Waurz. Farmers have to have an adequate income to live on. 
How are they going to reduce their production below the point where 
the production will not return them a sufficient income on which to 
live? 

Mr. Poace. I think that the argument is unanswerable and you have 
presented it very clearly. I understand that you now say that other 
farmers will react in the same manner when they are presented with 
the same sort of circumstances. 

Mr. Watrz. I do not think there is any question about it. 

Mr. Poacr. And that by lowering the support prices we will in- 
crease our surpluses unless we are willing to go much further in the 
way of regimentation and controls. 

Mr. Watrz. That is correct. 

Mr. Poace. So that you do not agree with those who allege that they 
are restoring the freedom of the farmer when they advocate a reduc- 
tion of price supports even if it breaks the farmer. 

Mr. Watrz. You can reduce production by putting the farmers into 
bankruptcy. 

Mr. ikon Yes, I think you can. And I think that that is the only 
merit that these plans of reducing the price of farm products, whether 
it be milk or whether it be cotton, or whether it be wheat. It seems 
to me that that is the only merit that they can claim in connection with 
their alleged restoration of the “lost freedom” of the farmer. 
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Do you see anything else that they can present to the public or to 
the producers ? 

Mr. Watrz. I have not been able to reach a different conclusion than 
the one that I just expressed and which you have expressed. 

Mr. Poaae. ‘Thank you. I appreciate your statement because I think 
that it is a great relief to this committee to find somebody who would 
come up here and speak frankly and offer some suggestions and have 
some opinions on things. I appreciate the fact that you have some. 

Mr. Waurz. I find in the area with which | am most familiar, the 
Pacific Northwest, that the local Farm Bureau units are not. in accord 
with the announced national policy of the American Farm Bureau 
Federation. 

Mr. Poacr. Yes, and I found that same thing. That is why I had 
hoped yesterday that we might hear from eac h of these State presi- 
dents as to how the situation stood in his own State. 

I am a member of the Farm Bureau and I have great confidence in 
my local organization. I have confidence and respect for the Texas 
State Farm “Bureau, and I think it represents the people. I cannot, 
however, believe that the viewpoint of the American Farm Bureau 
Federation on price supports is that of the majority of the farmers 
of America. 

Mr. Waurz. I have great respect for the American Farm Bureau. 
I think it is a wonderful organization. I think they have been misled 
in reaching the conclusion that they have apparently adopted as a 
national policy. 

Mr. AnernerHy. Would you yield? 

Mr. Poage. Yes. 

Mr. ApernetHiy. What percentage of your members belong to the 
Farm Bureau / 

Mr. Wautz. Of the total membership of the federation I would say 
a very substantial number. 

Mr. AnerRNETHY. Could you give us some estimate of what percent- 
age of them support the Farm Bureau’s recommendations on the farm 
program ¢ 

Mr. Waurz. In my own local area I cannot find a single one of them 
that agrees with the national policy on dairy roduets. 

Mr. Anerneriry. You were not here yesterday 

Mr. Watrz. No, sir. 

Mr. Anernetuy. That is very unfortunate. 

The Cramman. Mr. Andresen / 

Mr. Anpresen. A part of your statement was not read, toward the 
end. You would like to have that included as a part of your statement 
together with the charts? 

Mr. Waurz. Yes, sir. I did not know that I had overlooked any 
part of it. : 

Mr. Anpresen. Do you have any other recommendations to make 
to the committee? We are writing a general farm bill and we hope 
to have a title in this farm bill that deals with di airy products and the 
problems of the dairy farmer. I believe that you did say something 
about tariffs and import controls. Do you have any views on amend- 
ments to section 22 of the Agricultural Adjustment Act? 

Mr. Waurz. We were very much in favor of section 104 of the De- 
fense Production Act which controlled imports when we had a Gov- 
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ernment supported program on dairy products. We feel that section 
22 offers partial help in this problem. 

Mr. Anpresen. Certain amendments were proposed to section 22 
which have not been adopted to strengthen the section and to make 
it somewhat comparable to section 104 with reference to the criteria 
that should be used. : 

I think maybe Mr. Norton would be familiar with that. Has your 
organization taken any position on those amendments? 

Mr. Watrz. Our organization was of course in vigorous support 
of section 104 and I am certain they are also in support of the im- 
provements needed in section 22. I think one of the things most 
urgently needed is to enact into law this restriction as proposed to 
limit the annual reduction in support prices to not more than 5 per- 
cent. The general farm program is going to take a substantial period 
of time, I assume, to enact into law. This special piece of legislation 
will prevent the bankruptcy of thousands and thousands of dairy 
farmers. It is an urgent need. 

Mr. Anpresen. I recognize the urgency for the immediate passage 
of the bill to which you refer, because we should have action before 
April 1, the date the Secretary has set for the new policy to go into 
operation. 

We have a subcommittee of this committee as you know that has 
recommended to the full committee that the legislation be considered 
and approved. We are working on that now. Should you have any 
other suggestions with reference to the general farm bill dealing 
with dairy products we would like very much to have them for the 
committee. 

You may not have them now, but if you want to present them to 
us at a later date we would be glad to receive them. 

Mr. Watrz. Congressman Andresen, we appreciate that invitation, 
and we surely shall present our viewpoints on the general farm bill. 
I would like to supplement what I said a while ago. We as 
the National Milk Producers Federation are speaking for dairying 
only. We are not speaking for or against other agricultural com- 
modities. 

The Farm Bureau, going back to that subject for just a moment, 
we do not feel speaks “for milk. It speaks for general agricultural 
policies. We are speaking for a commodity and this commodity 
is in trouble and it needs help. 

Mr. Anprrsen. Do you know of any segment of our agricultural 
economy that contributes more to the general welfare and prosperity 
of the country than the dairy industry / 

Mr. Watrz. I understand that close to 20 percent of the total of 
all agricultural income ec omes from the dairy farms. 

Mr. Anpresen. And 23 percent, we heard yesterday from Mr. 
Kline, comes from the nee commodities ? 

Mr. Waurz. That is correct. 

Mr. Anpresen. I do not know of any larger segment of agriculture 
that should have No. 1 attention. 

Mr. Waxrz. I agree with you. 

Mr. Anpresen. Do you have any tables or charts showing the num- 
ber of dairy farmers in each State of the Union and the cow popula- 
tion and the income received by the dairy farmers / 
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Mr. Waxrtz. We can prepare those from Government statistics. 

Mr. Anpresen. I would like to have you put that table in the record 
because it will be a revelation to a good many people to see what part 
the dairy farmer plays in keeping business and labor employed in 


this country. 


Mr. Watrz. We shall be very pleased to prepare it and include it. 


(The tabulation referred to above is as follows:) 


Number of farms owning milk cows, number of milk cows, dollar sales of dairy 
products, and dollar sales of cattle, by States 


States 


Maine 
N Hampshire 
Vermont 
Massachusetts 
Rhode Island 
Connecticut 
New York 

New Jersey 
Pennsylvania 
Ohio 

Indiana 

Ilir 
Michigan 

W is sin 
Minnesota 

Iowa 

Missouri 

North Dakota 

~ itt Dakota 
Nebraska 

Kansas 

Del re 

Maryland 

District of Columbia 
V ina 

West Virginia 

North Carolina 

h Carolina 














Sot 






QGeor 
Florida 
Kentucky 
lennessee 
Ajabama 
Mississippi 
Arkansas 
Louisiana 
Oklahoma 
l'exas 
Montana 
Idaho..... 
W yoming 
Colorado 


New Mexico 








Nevada nal 
Washington.......... 
Oregon a 

California... 





Wl ndtenettiiedbowces 


1950 Census of Agriculture, 


Department of Commerce 


Number of 
milk cows 
on farms 


Jan. 1, 1954 2 


Number of 
farms owning 
cows 1950 


Thousands 
19, 193 132 


x 


254 


Ww 





47, 192 | 
41, 440 | 242 
| 


29) 
e 51, 231 


990 


3, 930, 706 


Cash income 


from dairy 
product sales 
1952 


Thousards 
$32, 199 

19, 522 

76, 918 

49, 554 

9, 296 

43, 991 

403, 406 

67, 107 

, 126 
, 271 
, 020 
, 590 
, 206 
, 402 
, 197 









Farm cast 

income 

cattle sales 
1952 


Thousands 





$7, 257 
s, O48 
11, 838 
6. 09H 
1, 198 
7, 260 
80, 434 
11, 296 
95, 654 
156, 222 
147, 189 
428, 978 





vol. II, General Report Statisties by States, Bureau of the Census, U.S 


Livestock’and Poultry on Farms and Ranches, Jan, 1 AMS, USDA, released Feb. 12, 1954. 
+ Farm Income Situation, July-August 1953, BAE, USDA 
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Mr. AnpresEn. As I recollect it the income from the dairy farmers 
and their purchasing power in the State of New York amounts to al- 
most half a billion dollars, and so on through the country in the various 
States. Iam interested in letting the people see just how important 
a part the dairy farmer plays in our total economy. 

Mr. Waurz. In the city of Dayton alone, Mr. Mapp at his annual 
meeting on the 13th said that this drop in price meant a loss to his 
dairy farmers of his own group of $500,000, just for that small group 
of producers furnishing milk to the Dayton market. 

Mr. Anpresen. That in turn will affeet both labor and business 

Mr. Watrz. It is bound to. 

Mr. Anpresen. That is all that I have, Mr. Chairman. 

The Cuarrman. Mr. McIntire? 

Mr. McIntire. Mr. Waltz, I have one or two short questions and I 
do not want to get into a long series of questions because of the limita- 
tion of time. 

I followed the outline of your program vith a good deal of interest 
because while my State of Maine does not Icom up as large in the dairy 
industry as that of my colleague from Minnesota, nevertheless it is 
important in the agriculture of Maine. 

In the committee print, which is available to this committee relative 
to the suggestions on the part of the Department of Agriculture, there 
is proposed an amendment to the Marketing Agreement Act which is 
designated as “I” and it says: 

Establishing or providing for the establishment of marketing research and 
development projects designed to improve or promote the marketing, distribution, 
and consumption of any such commodity or product, the expense of such projects 
to be paid from funds collected pursuant to the marketing order. 

I should add that of course in making the suggested amendments to 
the Marketing Agreement Act,,section I, the Department has pre- 
ceded this paragraph with this statement: “In the case of agricultural 
commodities and products thereof, other than milk and its products 
specified in subsection (2),” and so forth. So as the proposed amend. 
ments stand now, milk and its products are excluded from the amend- 
ments to the Marketing Agreement Act as 1 interpret this wording. 

However, if they were not excluded under the provisions ‘of*this 
section I which permits the collection of funds pursuant to a market- 
ing order to promote the marketing of the commodity, would not, that 
provision meet in some measure the proposition of your. organization / 

Mr. Waurz. Of course, there are only approximately. 50 Federal 
order markets in the entire United States. 

Mr. McIntire. Comprising how much of the total production? 

Mr. Waurz. Fluid milk consumption accounts for approximately 
50 percent of milk that is sold from farms. ~The total represented by 
the 50 Federal order markets I am advised would be about 25 percent 
of the total milk. 

Mr. McIntire. Do you feel that there is not constructive oppor- 
tunity for the marketing order principle to be used more extensively 
in the dairy industry ? 

Mr. Waturz. Yes, sir; I think that the marketing order principle is 
verv valuable to the dairy industry. 

Mr. McIntire. Could it be construed to be practical over 100 per 
cent of the dairy industry ? 
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Mr. Waurz. I do not believe so, because you get into such a varia- 
tion of products and the handling of the products. In effect this pro- 
posed self-help plan of ours follows some of the principles of the 
Federal order marketing system in that it does establish, through the 
purchase of products rather than by law, a minimum value for milk. 

It does not fix the price of anything. It does not disrupt the pres- 
ent channels of processing, manufacturing, or distribution. It merely 
fixes a mimimum value for milk. 

Mr. McIntire. Then, if milk and milk products were among those 
commodities that came under these improving amendments to the 
Marketing Agreement Act, you do not think that this paragraph I 
would adequately meet the objectives of your program as you outlined 
it this morning ¢ 

Mr. Waurz. 1 would question if it does. 

Mr. McInrire. Just one other question. I am also drawn to the 
conclusion from your statement that the self-help program does not in 
any way conflict with existing marketing orders. It blends into the 
framework of marketing po srs as they «re presently operating or 
intended to operate under present legislation. 

Mr. Waxrz. It neither conflicts with any Federal program nor any 
State program nor in the present general accepted channels of dis- 
tribution and sale. 

Mr. McInrire. At the time that your self-help program would go 
into effect, would that be controlled in any way by the present inven- 
tory on the Commodity Credit hands? 

Mr. Waurz. It need not be. I feel that if Congress enacts this pro- 
gram into law that it can become effective within 90 to 120 days after 
it is authorized. 

Mr. McInrire. Do you visualize that this program, after it really 
got off the ground and was working along the lines that. you expect it 
to work, would result in there being two inventories of dairy products 
that are being held off the market ? 

Mr. Waurz. It could be, if we had a surplus. The Government 
could have one inventory, if imports came in or if milk production 
was increased due to acres made idle by control of acreage. 

Mr. McIntire. Are you assuming that they would reach that point 
where there would be no import of dairy commodities ? 

Mr. Warrz. No: I do not believe we will ever have that, and we 
are not advocating it. We feel that question is one that should be 
decided by the general public through Congress. We do not feel 
in the event we carry the burden of our own surpluses that we should 
also be asked to carry the burden of the surpluses of foreign nations. 

Mr. McIneire. When does the Commodity Credit Corporation as- 
sume the responsibility of imports? I have not been able to draw out 
of your plan just who is going to determme that. Who is going to 
make a determination of when the imports are burdensome to the 
dairy industry ¢ ¢ 

Mr. Wautz. The Federal Government, exactly as they.do now. The 
President’s proclamation as you will recall 

Mr. McInvire. Under section 22, through hearings before the Tariff 
Commission 4 

Mr. Wattz. I assume that will be continued as of now. 

Mr. McInrire. Thank you. 
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The Cuarrman. Mr. Waltz, do you have any members in Wisconsin ? 

Mr. Waurz. We have a great number in Wisconsin. 

The Cuairman. Do I understand that your membership in Wis- 
consin are be hind the position that you have taken in support of the 

Andresen bill? 

Mr. Warrz. The National Milk Producers Federation had a board 
of directors meeting yesterday and the day before. Wisconsin pro- 
ducers were present. The federation requested that those people 
present contact their Senators and Representatives explaining the 
merits and the need for the Thye-Andresen bill. I feel certain that 
the Wisconsin delegation went on the Hill and discussed this favorably 
with their Representatives and Senators. ' 

The Cuatrman. The reason I ask the question is because we have 
had some conflict of testimony here about the position of Wisconsin 
dairymen. 

Yesterday we had Mr. Hatch, president of the Wisconsin Farm 
Bureau, before us. He stated in effect that their membership in Wis- 
consin was in favor of the Secretary's program of reducing support 
prices to 75 percent. I asked him if there were not differences of 
opinion and in response to that question he said, “There is more of a 
difference of opinion between the dairy farmers and the politicians I 
might say than there is among the dairy farmers of Wisconsin.” 

So I take it from that, that it was his position that the dairy farmers 
in Wisconsin were supporting the Secretary’s program and that the 
opposition was confined to politicians. 

Mr. Wautz. Mr. Morse in Dayton made that same observation at 
the meeting, whereas the actual representatives of the farmers took 
the opposing position, and bitterly objected to the reduction to 75 
percent of parity. I feel certain from my contact with actual farmers 
that were in attendance here yesterday and the day before from Wis- 
consin, that the statement you have just referred to does not reflect 
the attitude of the dairy farmer in Wisconsin. 

Mr. Poagr. You are not a candidate for public office, are you? 

Mr. Watrz. No, sir. I am not, and do not even expect to be. 

The CHarrman. I do not want anything I said here to indicate 
that I am questioning the sincerity or the judgment of the representa- 
tive of the Farm Bureau who was here yesterday speaking for the 
Wisconsin Farm Bureau but I do want to call attention to the fact that 
he expressed an entirely different viewpoint before the committee than 
you have expressed here this morning. I thought perhaps we should 
give you an opportunity to put in the record your own opinion as to 
the position of the dairy farmers of Wisconsin. 

Mr. Waurz. Thank you. I think there is room for honest difference 
of opinion as to what the dairy farmers themselves feel. 

Mr. Anpresen. Mr. Chairman, I believe I saw, when I came in here, 
one of the members of your organization from Wise onsin—Mr. Perdue. 
Is he here now? 

(No response. ) 

Is he a member of your board, Mr. Waltz? 

Mr. Watrz. Yes, sir. 

Mr. Anpresen. I know he is not very bashful in expressing his 
opinions. 

Mr. Waurz. No, he is not. 
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Mr. Anpresen. Are you at liberty to tell us the attitude that he took 
at your board meeting on the Secretary’s proposed program ? 

Mr. Watrz. Mr. Perdue heartily supported the action of the board 
of directors of the National Milk Producers Federation in urging the 
enactment of the Thye-Andresen bill. He represents about 18,000 pro- 
ducers in the area that he covers. 

The CuarrmMan. Are there any further questions of Mr. Waltz? Do 
you have any question, Mr. W illiams ? 

Mr. WituiaMs. | would like to ask Mr. Waltz a few questions. 

How long would it require to put this proposal into operation that 
has received the approval of your group ¢ 

Mr. Waurz. I think it could be done within 120 days after it was 
enacted into law. 

Mr. WiiitaMs. One hundred and twenty days. 

Mr. Wattz. I would think so. 

Mr. Wii1aMs. Have you submitted a plan to the Department rela- 
tive to the disposal of this surplus butter ? 

Mr. Waurz. Yes, sir. 

Mr. WixitaMs. Do you believe that the American people should have 
an opportunity to eat it? 

Mr. Watrz. Yes, sir; ldo. My plan is predicated on returning the 
butter to the American public. 

Mr. WititaMs. At a price—— 

Mr. Wautz. At a reduced price. 

Mr. Witu1ams. How long would it take in your opinion to move this 
surplus that we now have on hand? 

Mr. Watrz. It depends on how long the Secretary would decide to 
make the butter available to the public. Some figures developed by 
the Department of Agriculture show a rel: tionship between price and 
increased consumption. If they went down to a price level that would 
produce the increased consumption they talk about, which is about 25 
percent, they might wipe out all of their surpluses in about 10 or 11 
months. 

We are selling approximately 100 million pounds of butter a month 
in the United States. If we could increase it by 25 percent we could 
move the surplus in 10 or 11 months. At the time we presented the 
proposal, last November, we directed their attention to the fact that 
they could dispose of all of their surplus then accumulated in 6 or 7 
months. But they have not done anything as yet with the program. 

Mr. Witx1ams. Could that be done without affecting the normal 
channels of trade? 

Mr. Watrz. Yes, sir. It would have no detrimental effect on the 
normal channels of trade and the Secretary’s Solicitor, Mr. Kar] Loos, 
in an informal opinion, said the proposal was legal and would require 
no new legislation. 

Mr. AnpreseNn. Will the gentleman yield? 

Mr. Wuu1aMs. Yes, sir. 

Mr. Anpresen. At what point do you think the retail price on butter 
should be set in order to move this surplus butter into consuming 
channels? 

Mr. Waurz. That is pure conjecture, Mr. Andresen. 

Mr. Anpresen. You are an expert, Mr. Waltz. I have sold a lot 
of butter myself and I have my ideas. I would like to get yours, as 
to what point it would move? 
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Mr. Watrz. If I were handling the program I certainly would find 
the answer to that question. I believe it can be done under the pro- 
gram that we have recommended and which the federation has adopted 
as a recommendation to the Secretary. This program is flexible as far 
as price is concerned. The price can be put down gradually by the 
Secretary. 

As the mventory begins to disappear, the price can be raised 
gradually. And when he is out ‘of inventor y, we are back on our going 
market level, whatever it may be, and not with the ill effect produced 
under the previous program where milk was subsidized approximately 
$1 a hundred, and overnight the subsidy was taken off and the prices 
rose then to the equivalent of $1 a hundred pounds and butter, as you 
will recall, went up to around $1 a pound, which was too high. 

The farmer did not benefit from that high price. 

Mr. ANnpreseEN. I read in the papers earlier this week that the Secre- 
tary would announce a plan to dispose of the surplus dairy products. 
Do you know what that plan is? 

Mr. Waurz. No, sir. I have been told that he is considering the 
plan that I have just very briefly outlined to Mr. Williams. Iam also 
told that he is considering a plan of some sort of a coupon or stamp. 
I do not know the details. 

In our State, he could not use stamps unless we repealed our State 
law, because coupons are illegal on dairy products. I understand 
there are quite a few States that prohibrt the use of coupons with 
food products. 

Mr. Anpresen. That is all that I have, Mr. Chairman. 

The CuarrMan, If there are no further questions we want to thank 


you, Mr. Waltz, for your appearance before the committee and the 
contribution that you have made to our hearing by your presence. 

Mr. Anpresen. Mr. Chairman, let me ask unanimous consent to 
placing this pamphlet in the record with the hearings. 

The Cuatmroman. Without objection, it will become part of the 
hearings. 

(The document referred to is as follows:) 


A SELF-HELP PROGRAM FOR STABILIZING DAIRY PRODUCT PRICES 
AND HANDLING SURPLUSES 


National Milk Producers Federation, Washington, D. C. 


RESOLUTION ADOPTED BY VOTING DELEGATES AT THE 37TH ANNUAL CON- 
VENTION, NATIONAL MILK PRODUCERS FEDERATION, HOUSTON, TEX., 
NOVEMBER 12, 1953 


For a number of years the federation has supported the principle 
of a self-supporting price stabilization program for agriculture. 
For the past several months we have worked on the details of such 
a plan for dairying. The terms of a specific proposal have been de- 
veloped, and were presented to the federation delegate body at this 
session in the form of a summary of a proposed bill. 

The federation approves the general provisions of this bill and 
urges that they be enacted into law at the next session of Congress. 


A Setr-Hetp ProcraM For STABILIZING Datry Propuct PRICES 


The self-help program herein described is a means for stabilizing dairy product 
prices and handling surpluses on a self-financing basis. It proposes that dairy 
farmers themselves regulate their production to provide adequate supplies of 
milk and dairy foods, and that they assume the losses—if any—which may be 
involved in the disposal of seasonal or occasional annual surpluses. 
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It would require the enactment by Congress of enabling legislation. In brief, 
the plan would involve: 

1. Creation.of a Dairy Stabilization Board of 15 members to be appointed by 
the President from nominees selected by milk producers. 

2. Establishing price support levels at which the Board would purchase sur- 
plus dairy products not disposable in the regular channels of trade at the support 
level. 

3. Levying of assessments, set by the Board, on all milk or butterfat sold by in- 
dividual farmers in commercial channels—the amount so acquired to be used 
to cover losses on surplus handling, to pay costs of administering the program, 
and for research and participation in the advertising and promoting of dairy 
products. 

LEVEL OF STABILIZATION ; ASSESSMENTS 


The level of price stabilization would be determined by the Board prior to 
each marketing year. This would be set at figures to assure ample milk supplies, 
and with due consideration to general economic conditions affecting market 
supply and demand. Each year the Board also would establish a stabilization 
fee to Cover operation costs and anticipated losses—in accordance with the esti- 
mated requirements of the program for the ensuing marketing year. 

The Board would have broad powers to acquire and dispose of dairy product 
inventories, but could not sell them on the domestic market at less than the 
support figures. No such restriction would apply to sales or gifts for other 
purposes—such as for export, the school lunch program, or relief, or sales to 
prevent deterioration or spoilage. If such dispositions involved a loss, it would 
be covered by the stabilization fee. Thus the dairy farmers would pay the 
cost of their own surplus disposal. 

They would not, however, bear the cost of handling surpluses arising from 
dairy product imports, or from acres diverted to dairy production as a result 
of Government crop control programs. 


NO RESTRICTIONS ON IMPORTS; ACREAGE ALLOTMENTS 


As for dairy imports, they would in no way be restricted by the 
proposed bill, Government policymaking bodies would retain complete free- 
dom in matters of international trade relationships. However, American dairy 
farmers cannot properly be held accountable for surpluses which might re- 
sult from foreign imports. Therefore, during the occurrence of surpluses aris- 
ing in domestic production, the Government would be required to acquire from 
the Dairy Stabilization Board, and pay for, a volume of manufactured dairy 
products equivalent to the volume of imports. Such Government stocks could 
not he disposed of in the ordinary channels of trade. 

The proposed bill would not interfere with Government programs for the 
control of other crops. But in any marketing year in which dairy surpluses 
oceur, and in which Federal acreage allotment programs result in a diversion 
to milk production, the Government would acquire for disposal in other than 
the ordinary channels of trade a volume of dairy products equivalent to the 
increased production attributable to the diverted acres. 

These two provisions would not differ in their effect from what would cur- 
rently happen under the Government support program for dairy products. 


BENEFITS TO CONSUMERS AND PRODUCERS 


The self-help stabilization program is believed by its sponsors to hold 
forth several distinct advantages both for the consumers and for the pro- 
ducers of dairy products. For the consumers it would mean : 

1. Freedom from the tax burden involved in Government price supports 
of dairy products. 

2. Assurance of adequate milk and dairy vroduct supplies. 

3. Protection from unduly high prices. Unduly high prices can result from 
an unwarranted shrinking of the dairy industry which, in turn, would result 
from inadequate support levels—a vicious circle in which the producers and 
consumers both would suffer. 

For the dairy farmer the self-help stabilization program would give: 

1. Assurance of year-around stabilized prices without dependence on Govern- 
ment price supports. 

2. Protection from the effect of surpluses resulting from imports, or from 
acreage allotment programs. 
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3. The benefits of research, advertising and promotion in the creation of new 
and expanded outlets 

4. A friendly consumer relationship because of a demonstrated willingness to 
cut free from Government dependence. 


SAINS TO PRODUCERS UNDER THE PROGRAM 


Would dairy farmers receive a higher or lower net price under a self-help 
program than under a Government-support program? The answer depends pri- 
marily on three factors: 

1. The relative level of supports under the two types of programs. 

2. The proportion of total milk production that would need to be purchased. 

3. The percentage of loss that is taken on surplus purchases, 

Taking 1954 as an example, the Bureau of Agricultural Economics now esti- 
mates that milk production will exceed consumption by 6 billion pounds. It 
further points out that the level of dairy prices for 1954 will be determined in 
large measure by the level at which prices are supported in the year beginning 
April 1. With these estimates as a background—and assuming that the equiv- 
alent of 104 billion pounds of milk will be marketed from farms in 1954—we 
have a basis for comparing net returns to farmers under a self-help program as 
against those under Government reports. 

Assuming that producer average weighted prices would be equivalent to the 
support level, the following figures show the producer average weighted market 
prices for all milk sold from farms, with supports at varying percentages of 
parity. 

Producer 
average price, 


Percent of parity support: January 1954 


SU 


ris} : ; sani 3. 14 
; 35 


SD : awe ne . 56 
90 . : : : hci ee 


100 _- 419 


These average weighted market prices range from $3.14 per hundred pounds 
I £ I ] 


with supports at 75 percent of parity to $4.19 with supports of 100 percent of 
parity. 
ASSESSMENTS TO OFFSET LOSSES 


Under the self-help program it would be necessary to make the assessments 
to offset losses on purchases as follows: 


Self-help producer assessments per hundredweight of milk—With losses on 
purchases 


[Cents per hundredweight of milk] 


25 percent | 50 percent | 75 percent | 100 percent 
los loss loss loss 


Level of support as percent of parity 
on 


26.6 
100 


133.9 


These ealculations are arrived at by using $4.62 and $5.04 as the purchase cost of 100 pounds of milk equiv- 
alent at 90 and 100 percent of parity, respectively. These prices are based on January 1954, parity for 
manufacturing milk and allowing $0.85 per hundredweight for processing 


For example, with supports at 90 percent, assessments would range from 6.7 
cents per 100 pounds of milk at an estimated 25 percent loss on purchases, to 26.6 
cents per hundredweight if losses were to be figured at 100 percent. 

Similarly, if supports were at 100 percent of parity, assessments might range 
from 8.5 to 33.9 cents per 100 pounds of milk equivalent, depending on the antici- 
pated percentage of loss on purchases. Under a self-help program these assess- 
ments would have to be deducted from the “producer average prices” shown above 
to obtain farmers’ net prices. 
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Net price to producer under different programs 


Govern- Self-help program with loss on purchase of 
ment 

support 

program 25 percent _ 50 percent | 75 percent | 100 percent 


Level 
75... $3. 36 
Se.ce ° 3. 58 | 
85 . . } 3. 81 pare ini 
90... 4, 03 $3. 96 $3. 90 $3. 83 
Rs. os dnbuea ‘ 4.48 | 4.40 | 4.31 4.23 | 
1 | | 


of support (percent of parity): 


The producers’ gain or loss in cents per hundredweight under self-help supports 
at 90 and 100 percent of parity, compared to Government supports of 75 to 90 
percent of parity, are as follows. The conditions assumed are as of 1954. 


Gain or loss to producers under self-help program 


[Dollars per hundred weight] 


Self-help at 90 percent of parity with Self-help at 100 percent of parity with 
loss on purchase of— loss on purchase of 


25 50 75 100 25 50 75 100 


percent percent percent | percent | percent fercent | percent percent 


Government support | 
(percent of parity): 
75 


“i 0. 603 . 537 0. 470 | 0. 404 | 1. 035 | 0. 950 0. 866 | 0. 781 
80 : . 383 a . 250 | . 184 . 730 | . 646 561 
85... . 153 .020| —.046 . 585 | . 500 416 | 331 
ar ol —. 067 | . 133 —. 200 | —. 266 


| 
i | 


: 280 | . 196 . 081 
i | | 

It will be seen that if self-help and Government supports are both at 90 per- 
cent of parity, producers would lose from 6.7 to 26.6 cents per hundred pounds 
under a self-help program, depending on the losses involved in disposing of the 
purchases. If both programs supported at 85 percent of parity, and losses 
under self-help were 100 percent, producers would lose 4.6 cents per hundred- 
weight. In all other comparisons shown the self-help program would be most 
profitable. 

It is obvious that if the producers maintain supports at their expense at the 
same level that Government maintains supports at the taxpayers’ expense, 
farmers would get more money under the Government program. 

But with the assumed volume of purchases, and Government supports at 75 
percent of parity and self-help at 90 percent of parity, the producer would net 
from 40.4 to 60.3 cents more per hundredweight under the self-help, depending 
on the rate of loss on purchases. With Government supports at 75 percent of 
parity and self-help at 100 percent, the dairy farmer would gain 78.1 cents to 
$1.035 per hundredweight under the self-help program. The 78.1 cents gain 
would be the figure if the losses on purchases were 100 percent—if the stabiliza- 
tion board did not realize anything for the products which it had purchased. 

In terms of total net income to dairy farmers, even with 100 percent losses 
on purchases, self-help and Government support programs might compare as 
follows, under the assumed surplus conditions: 


EFFECT ON TOTAL NET INCOME OF DAIRY FARMEKS 


As to total net income to dairy farmers, the amount at the 90 percent of 
parity level—after self-help assessments had been deducted to cover a 100 per- 
cent loss—would be $3.915 billion. Under Government support it would be 
$4.191 billion. Comparing the 2 programs at the 90 percent level, the self-help 
program would cost the dairy farmer $276 million—or 26.6 cents per hundred- 
weight of milk. 

If the Secretary of Agriculture put the support level at 85 percent of parity, 
the self-help program at 90 percent of parity would net a greater return than 
the Government program. Under a self-help program at 90 percent, after assess- 
ments on 75 percent losses, dairymen’s income would be $3,983 billion. Under 
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Government at 85 percent, it would be $3,962 billion. This would give dairy- 
men $21 million more under self-help, or 2 cents more per hundredweight of 
milk. 

Carrying it further, self-help at 90 percent, with 100 percent losses in each 
instance, would return dairymen $191.4 million more than Government at 80 
percent, or 18.4 cents more per hundredweight of milk. Self-help at 90 per- 
cent against Government at 75 percent, would give a difference in favor of self- 
help of $420.1 million, or 40.4 cents per hundredweight for milk. Self-help at 100 
percent, as compared to Government at 90 percent would give self-help an ad- 
vantage of $84.2 million, or 8.1 cents per hundredweight for milk. Finally, self- 
help at 100 percent would favor the farmer by $812.2 million, or 78.1 cents per 
hundred more than Government at 75 percent of parity. (See chart.) 


Gain or Loss Per Hundredweight of Milk With a Self-Help Program 
Supporting at 90 or 100 Percent of Parity 


Compared to Government Supports of 75-90 Percent 1/ 


Gain or Loss 
Per Hundredweight 



































85 
Government Level of Support as Percent of Parity 


Y See Tables 2 through 7 and set of 5 assumptions 
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SOME POINTS OF EMPHASIS 


1. The provision under the self-help program that the Government assume 
responsibility for surpluses due to imports and diverted acreage is not a de 
parture from the principle of the present support program. Under the present 
program the Government is obligated to buy any quantity of dairy products from 
any source that bas the effect of pushing market prices below support levels. 

2. Estimates of producer assessments herein made are based on the Govern 
ment’s estimate of a surplus of 6 billion pounds of milk. It is assumed that 
there would be little variation in this quantity of surplus in the limits of support 
levels considered in our tables. 

Should the actual surplus chargeable to producers vary from 6 billion pounds 
the amount of assessments would be expected to vary up or down accordingly. 

No claim is made that producers would enjoy a higher price under a self 
help program than under Government supports if supports are at the same level 
under both programs. The advantages of the self-help program would be ap 
parent whey the self-help support level is somewhat higher than that whicl: 
would have been established under a Government support program. 

!. The Dairy Stabilization Board would have broad powers to dispose of 
dairy product inventories. For example it might prove feasible to set up, in 
deficit milk producing countries, self-financing plants for the reconstitution of 
milk powder. Although the major phases of the program would become inopera- 
tive in the event of milk shortages, the mechanism would continue to be vain 
able as a standby recourse when seasonal or other surpluses came into the 
picture, and for research and advertising. 

In explanation of the chart 

The chart is designed to show at a glance how much dairy farmers would gain 
or lose per hundred pounds of milk produced, if—under a self-help program- 
supports were at either 90 or 100 percent of parity as compared to Government 
supports at 75 to 90 percent of parity. 

Calculations on which this chart is based are dependent on the following 
assumptions : 

1. Total purchases in milk equivalent under a self-help program would 
be 6 and 7 billion pounds, respectively, at supports of 90 and 100 percent of 
parity ; 

2. Cost of purchases per hundred pounds of milk equivalent would he 
producer support price for manufacturing milk plus 85 cents per hundred- 
weight processing allowance: 

}. Losses on purchases would range from 25 to 100 percent ; 
4. Producer assessments would be spread over 104 billion pounds milk 
equivalent ; and 

5. Quantity of milk equivalent purchased would vary one billion poundr 
as support levels changed 5 percent. 


TURNING TO THE CHART 


The vertical scale shows gain or loss legend; the horizontal scale shows level 
of Government support: each of the four sloping lines carries the label of the 
self-help level of support, and percent of loss incurred on purchases. The bot- 
tom sloping line, for instance, indicates that—compared with Government sup- 
ports at 75 percent of parity—the specified support program would net farmers 
40 cents more per hundredweight; but with Government supports at 90 percent 
of parity, the self-help program would mean a loss to farmers of 26.6 cents per 
hundred. 

The second sloping line from bottom shows that with losses of only 25 percent 
on purchases, returns from self-help would range from a gain of 60 cents to a 
loss of 6.7 cents per hundredweight. 

The two top sloping lines show similar comparisons for self-help at 100 percent 
of parity 

Government supports of 75 percent of parity are the effective comparison as of 
today. In comparison with 75 percent of parity under Government supports, 
a self-help pregram would show substantial gains to farmers. 


SUMMARY OF THE PROPOSED BILL 


Following is a summary of the principal points of the bill, which if enacted, 
would be known as the “Dairy Stabilization Act of 1954.” 
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PURPOSES OF THE ACT 


(a) To provide an adequate, balanced, and orderly flow of milk and dairy 
products in interstate and foreign commerce; 

(b) To promote the effective merchandising of milk and dairy products; 

(c) To protect the security and welfare of the Nation by maintaining adequate 
domestic production and dependable, balanced supplies of essential foods; 

(d) To stabilize prices of milk and dairy products at levels which would pro- 
vide fair returns to dairy farmers; 

(e) To provide for the financing of the program through a stabilization fee 
to be collected from dairy farmers; 

(f) To protect consumers by maintaining a stabilized, adequate supply of 
milk and dairy products at fair prices. 


LEGISLATIVE BASIS OF THE ACT 


Milk and dairy products are an important source of the Nation’s total supply 
of food. The production and marketing of milk and its products affect the wel- 
fare of the Nation and are attended with substantial and far reaching conse- 
quences to interstate and foreign commerce. In the absence of a stabilization 
program, recurring surpluses and shortages alternately result in financial in- 
Stability of farmers and unnecessarily high prices to consumers for essential 
foods. 

WHERE AND TO WHAT THE PROGRAM WOULD APPLY 


The stabilization program would apply to the several States, and the District 
of Columbia. 

It would apply to milk and butterfat and their products, including the various 
grades and classifications. 

It would be based on a marketing year beginning April 1 of each year. 


WHAT STOCKS STILL WOULD BE HELD BY CCC 


The surplus dairy products owned by Commodity Credit Corporation when 
the stabilization program went into effect would be segregated in the hands of 
that corporation. The same rule would apply to surplus products subsequently 
removed from the market and consigned to Commodity Credit Corporation to 
offset imports or to compensate for increased milk production resulting from the 
diversion of controlled acres. These stocks would be disposed of as surplus out- 
side the ordinary channels of domestic trade. 

In estimating supply and demand for any marketing year, surplus stocks held 
by Commodity Credit Corporation would be excluded, but those held by the 
Federal Dairy Stabilization Board would be included. Thus the Board would 
assume responsibilty for all surplus production resulting from the operation 
of its own program; but it would not be responsible for surpluses accumulated 
under prior programs nor for those resulting from Government policies with 
respect to imports and controlled production of other commodities. 


THE SETUP OF THE DAIRY STABILIZATION BOARD 


The proposed stabilization program would be administered by a Federal Dairy 
Stabilization Board. It would consist of 15 members appointed by the President 
from nominees selected by milk producers. To be eligible to serve on the Board, 
or to vote for nominees, a milk producer would have to be engaged at least 10 
months a year in the selling of milk or butterfat on a commercial basis. The 

soard would be composed of milk producers and officers and full time employees 
of farmers cooperative associations. The Secretary of Agriculture would be 
represented on the Board through an ex officio member. 


REPRESENTATION ON THE BOARD 


The Secretary of Agriculture would set up 15 Federal dairy districts, giving 
consideration to complete geographical representation and the importance of 
dairying in each district. 

Each district would have one member on the Board. Three candidates would 
be nominated by the milk producers in the district. The President would then 
select 1 of the 3 for appointment to the Board. The Secretary would conduct 
all elections for the selection of nominees. In making appointments to the 
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Board, consideration would be given to securing an equitable representation of 
the various forms in which milk and its products are sold. 

Board members would serve for 6-year terms, so staggered that 5 members 
would be elected every 2 years. soard members would receive a per diem 
of $50, but not to exceed a total of $2,500 in any 1 year, plus expenses. 


MEETINGS OF THE BOARD 


The Board would meet quarterly and at other times upon call of the Chairman. 

The Chairman of the Board would be selected by the Board and would serve 
for a term of 2 years. 

The Board could select an executive committee of five from among its members. 
The Board could provide a per diem for members of the executive committee 
in addition to their compensation as members of the Board. 


POWERS, LIABILITIES AND AUTHORITY OF THE BOARD 


The general powers and liabilities of the Board would be similar to those of 
the Commodity Credit Corporation. 

The Board would be authorized to acquire, handle, and dispose of milk and 
dairy products. It could conduct its operations through its own staff or through 
corporations, stabilization corporations, brokers, agents, or established trade 
facilities. It would be directed to give due consideration to disrupting, as little 
as possible, the usual and customary channels of trade. 

The Board would be authorized to borrow up to $500 million from the Com- 
modity Credit Corporation. It could also borrow from private credit sources 
and pledge its assets as security. Aside from the power to borrow from the 
Commodity Credit Corporation, the Board would have no authority to obligate 
the United States. The Board would pay interest on all money borrowed from 
the Commodity Credit Corporation at rates equal to the cost of money to the 
Government. 

The Board would submit annual reports of its business to the Secretary of 
Agriculture and to Congress. 


PRICE STABILIZATION OPERATIONS 


The Board would be authorized and directed to stabilize prices of milk and 
butterfat to producers. 

The level at which prices would be stablilized would be determined annually 
by the Board and announced as far in advance of the beginning of the marketing 
year as would be practicable. The stabilization level so announced would not 
thereafter be varied before the close of the marketing year except in emergency 
cases. In setting price stabilization levels, the Board would give consideration 
to the objectives of the act and to general economic conditions affecting market 
supply and demand for milk and dairy products. 

Appropriate differentials could be provided for quality, location, season, and 
other factors. 

THE SURPLUS HOLDING POOL 


Prices would be stabilized through the operation of a surplus holding pool. 
Surplus dairy products would be bought by the Board and removed from the 
ordinary and usual channels of domestic consumption. The Board would be 
required to purchase butter, cheddar cheese, and nonfat dry milk solids at 
prices would would return to producers on a general average basis the pre- 
vailing stabilization levels for milk and butterfat. Other dairy products could be 
purchased by the Board. 

Surplus dairy products would not be sold for use in the ordinary and usual 
thannels of domestic consumption at less than the current stabilization prices. 
Sales or gifts for other purposes, such as export or relief, would not be restricted 
by the act. 

The Government would give consideration, in its relief programs to obtaining 
dairy products from the surplus holding pool. 


ADVERTISING AND RESEARCH 


The Board would be authorized to promote and develop new and expanded 
outlets for milk and dairy products and to conduct, finance, and cooperate in 
programs of advertising, research, and other marketing activities. 
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LOSSES SUSTAINED AS A RESULT OF IMPORTS 


To the extent that imports contributed to the amount .of surplus dairy 
products which the Board was required to remove from the market in order 
to stabilize prices, the Loard would be entitled to turn ever to ;the Com 
modity Credit Corporation an amount of the domestic surplus equivalent to the 
amount of such imports. Losses sustained by the Board as a result of such im- 
ports would be repaid by the Commodity Credit Corporation. 


LOSSES SUSTAINED AS A RESULT OF GOVERNMENT PROGRAMS 


In the same manner, increased purchases made by the Board as a result of 
increased milk production due to diversion from controlled acres or controlled 
commodities would be turned over to the Commodity Credit Cerporation for dis- 
posal as surplus. Losses connected with such transactions would be paid by 
Commodity Credit Corporation and charged against the support programs of the 
commodities from which the diversion occurred. 


COSTS OF OPERATING THE PROGRAM 


The cost of operating the stabilization program weuld be charged against pro- 
ducers of milk and butterfat for market. Stabilization fees would be determined 
by the Board annually in accordance with. the estimated requirements of the 
program for the ensuing marketing year.. Purchasers. of ,milk,, butterfat, or 
dairy products from producers would withhold from the purchase price any 
amount equal to the stabilization fee and remit the same to the Internal Revenue 
Service. 

Stabilization fees on sales to consumers for other than,commercial uses would 
be paid directly by producers. 

The Internal Revenue Service would collect the fees and deposit them to the 
account of the Board. 

Imports of dairy products would be subject to stabilization fees at the same 
rates as those collected from domestic producers. 


MISCELLANEOUS PROVISIONS OF THE.ACT 


The latest available statistics of the Federal Government would be used by the 
Board in making its findings and determinations. 

An exemption would be provided from some of the laws regulating Govern- 
ment contracts and the operations of Government agencies. 

Members and employees of the Board would not be permitted to speculate in 
dairy products or to divulge confidential information of the Board. 

The stabilization operations of the Board would begin April 1, 1955. 


THE PROPOSED BILL 


To provide an adequate, balanced, and orderly flow of milk and dairy products in interstate 
and foreign commerce; to stabilize prices of milk and dairy products; to impose a 
stabilization fee on the marketing of milk and butterfat; and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, 
Secrion 1. This Act may be cited as the “Dairy Stabilization Act of 1954.” 


LEGISLATIVE FINDING 


Sec. 2. Milk and dairy products are an important source of.the nation’s total 
supply of food for domestic consumption and for export. They are marketed 
on nationwide markets, and substantial quantities thereof, in raw or processed 
form, move in interstate and foreign commerce. Recurring seasonal and periodic 
surpluses and shortages, impaired purchasing power and financial instability of 
milk producers, unnecessarily high prices to consumers for essential foods, dis- 
orderly marketing practices, economic strife, congestion in storage, transporta- 
tion, processing, and other handling facilities adversely affect farm credit, dis 
organize and disrupt the agricultural and general economy of the United States, 
impinge on the public welfare, impair the national security, and burden inter 
state and foreign commerce. The production and marketing of milk and dairy 
products is affected with a public interest, directly affects the welfare and 
security of the nation, and is attended with substantial and far-reaching conse- 
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quences to interstate and foreign commerce. All marketing of milk and dairy 
products is either in the current of interstate or foreign commerce or directly 
affects such commerce. That part which enters directly into the current of 
interstate or foreign commerce cannot be effectively regulated without regulating 
also that part which is marketed within the state of production. The intra- 
state production and marketing of milk and dairy products is in competition 
with the production and marketing of milk and dairy products for interstate 
and foreign commerce. 
DECLARATION OF POLICY 


Sec. 3. It is hereby declared to be the policy of the Congress (a) to provide 
an adequate, balanced, and orderly flow of milk and dairy products in interstate 
and foreign commerce; (b) to promote the effective merchandising of milk and 
dairy products in interstate and foreign commerce; (c) to protect the security 
and welfare of the Nation by maintaining adequate domestic production of milk 
and dairy products and by keeping the national agricultural resources perma 
nently productive and reasonably adjusted to current demand; (d) to stabilize 
the prices of milk an dairy products at levels which will assure adequate supplies 
of milk and dairy products and provide a fair return to the producers of milk and 
butterfat commensurate with the cost of production, taking into consideration 
the investment and risk involved and the labor of the producer and his family; 
(e) to protect the interest of consumers by maintaining a stabilized, continuous, 
and adequate supply of milk and dairy products at fair prices and by authorizing 
no action which has for its purpose the establishment or maintenance of prices 
to producers at levels above those specified in subsection (d) ; and (f) to provide 
a self-financing system of price stabilization for milk and dairy products based 
on a stabilization fee to be paid by those marketing milk or butterfat in inter 
state or foreign commerce, or so as to affect such commerce. 


GENERAL DEFINITIONS 


Sec. 4. For the purposes of this Act 

(a) The terms “interstate commerce” and “foreign commerce” include the 
movement of milk and dairy products in commerce between any state or the 
District of Columbia and any place outside thereof, or within the District of 
Columbia or any territory or possession whieh is included within the operation of 
this Act by the action of the Board. 

(b) The term “affect interstate or foreign commerce’ means, among other 
things, to burden, obstruct, impede, or otherwise affect interstate or foreign 
commerce, the free and orderly flow thereof, or the production, storing process- 
ing, marketing, or transportation of milk and dairy products for or in such com 
merece or after transportation therein. 

(c) The term “United States’ means the several states, the District of 
Columbia, Hawaii, Alaska, and any other territory or possession of the United 
States which the Board determines should be included in the operation of this 
Act. The term “states” includes any state, the District of Columbia, Hawaii, 
\laska, and any territory or possession which the Board includes within the 
term United States. The provisions of this Act shall apply to the United 
States as herein defined, except that the powers and authority of the Board may 
be exercised in other areas and in foreign countries in connection with the dis- 
posal of milk, butterfat, or dairy products. 

(d) The term “Secretary” means the Secretary of Agriculture, “Department” 
means the Department of Agriculture, and “Board” means the Federal Dairy 
Stabilization Board. 

(e) The term “person” means an individual, partnership, firm, joint-stock 
company, corporation, association, trust, estate, or any other business entity. 

(f) The terms “milk,” “butterfat,” and “dairy products” mean milk and butter 
fat and the products of milk and butterfat, respectively, including any classifica- 
tion, type, or grade thereof, together with such combinations and byproducts 
thereof and such products manufactured wholly or in part of both or either as 
may be designated by the Board. 

(g) The term “marketing year” means the twelve-month period beginning 
April 1 of each year. 

(h) “Estimated supply” for any marketing year shall be (1) the estimated 
carryover at the beginning of such marketing year; plus (2) estimated produc- 
tion for market in the United States during such marketing year; plus (3) 

38490—54—pt. 19 4 
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estimated imports into the United States during such marketing year, except 
estimated imports to be acquired by or charged to the Commodity Credit Corpora- 
tion as surplus. Estimates for marketing years may be based on statistics or 
estimates for calendar years, or, in the discretion of the Board, calendar year 
estimates may be used in place of marketing year estimates. 

(i) “Carry over” shall not include any surplus milk or dairy products owned 
or controlled by the Commodity Credit Corporation or in the process of being 
acquired by it or which the Commodity Credit Corporation is obligated under this 
Act to acquire before the beginning of the marketing year for which “carryover” 
is to be estimated. 

(j) “Estimated demand” for any marketing year shall be (1) the estimated 
domestic consumption during such marketing year; plus (2) estimated exports 
during such marketing year; plus (3) an allowance for carryover. In de- 
termining estimated demand, estimated disposals of surplus milk or dairy prod- 
ucts by Commodity Credit Corporation or by the Board outside of the ordinary 
channels of domestic or foreign trade shall be excluded. 

(k) The “allowance for carryover” shall be determined by the Board. In 
making this determination consideration shall be given to the need for main 
taining an adequate, dependable, and continuous supply of milk and dairy prod- 
ucts. The Board shall take into consideration any abnormal conditions present 
or likely to prevail, contingencies related to national security and world supplies, 
and trends in the production, marketing, or utilization of milk and dairy products. 

(1) “Milk producer” means any person engaged in the production of milk or 
butterfat for market. A milk producer to be eligible to serve as a member of the 
Board or to vote for nominees for appointment to the Board must be engaged at 
least ten months a year in the selling of milk or butterfat on a commercial basis. 

(m) “Commodity Credit Corporation” shall include the Commodity Credit 
Corporation as now or hereafter constituted and any successor or other govern- 
mental agency authorized to perform similar services. 


FEDERAL DAIRY STABILIZATION BOARD 


Sec. 5. There is created within the Department of Agriculture as an agency 
and instrumentality of the United States a Federal Dairy Stabilization Board 
consisting of fifteen members to be appointed by the President from nominees 
selected by milk producers. Only persons who are milk producers, or who are 
officers or full time employees of such dairy cooperative associations or market- 
ing agencies of dairy cooperative associations as meet the requirements of the 
Capper-Volstead Act (7 U. S. C. See. 291-292), shall be appointed to or eligible 
to serve on the Board. 

Sec. 6. In order to secure appropriate regional representation on the Board, 
the United States shall be divided into 15 Federal dairy districts to be designated 
by the Secretary. In designating such districts, the Secretary shall give con- 
sideration to (1) complete geographical representation of the United States and 
(2) the importance of dairying in each district. 

Sec. 7. Bach Federal dairy district shall be entitled to one place on the Board. 
The milk producers in each district shall by ballot select three nominees for the 
place on the Board assigned to their respective district. Each milk producer 
shall be entitled to submit one name for the place on the Board to be filled by 
a nominee from his district. The three candidates receiving the highest number 
of votes for each respective place on the Board shall be the nominees for appoint- 
ment to such place. The Secretary shall conduct all elections for the selection 
of nominees for appointment to the Board, prescribe such rnles and regulations 
as he may consider necessary in the administration of the duties assigned to him 
under this Act, determine all questions involving the qualifications of nominees, 
members of the Board, or milk producers, resolve all tie votes for nominees, and 
certify all nominees to the President. The decision of the Secretary in all such 
matters shall be final. From the three nominees so selected for each place on 
the Board, the President shall appoint one to membership on the Board. In 
making appointments to the Board, the President shall give que consideration 
to securing an equitable representation of the various forms in which milk and 
its products are sold 

Sec. 8. The first appointments to the Board shall be equally divided between 
two, four, and six year terms, respectively, as designated by the President, 
and thereafter each member shall be appointed for a term of six years. Terms of 
Board members shall be based on calendar years and shall expire on the 31st day 
of December of the last calendar year of the appointment. Each member shail 
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old office for the term of his appointment and until his successor shall have 
been appointed and shall have taken office. Board members may be removed for 
cause or ineligibility by the President. Vacancies on the Board may be filled 
for the unexpired term by appointment by the President from the remaining 
nominees from which the original appointment was made or, in the discretion of 
the President, in the manner herein prescribed for the appointment of members 
for a regular term. Vacancies on the Board shall not impair the right of the 
remaining members to exercise all the powers of the Board. Members of the 
Board, other than the Secretary or the Secretary's representative, shall receive 
a per diem of $50 for each day’s attendance at meetings of the Board and while 
traveling to and from said meetings, but not to exceed a total of $2,500 in any 
one year, together with actual, necessary travel, subsistence, and other expenses 
incurred in the discharge of their official duties without regard to other laws 
with respect to allowances which may be made on account of travel and sub- 
sistence expenses of officers and employed personnel of the United States. The 
Secretary, or an official of the Department designated by him, shall be an ex- 
officio member of the Board. He shall meet and confer with the Board but shall 
not be entitled to vote. 

Sec. 9. The Board shall meet quarterly on the first Mondays of January, April, 
July, and October of each year and at other times upon call of the chairman. 
In addition, special meetings of the Board may be called at any time bya majority 
of the members of the Board. 

Sec. 10. The chairman of the Board shall be selected by the Board. He shall 
hold office for a term of two calendar years and until his successor shall have 
been selected and shall have taken office. A majority of the members of the 
Board in office shall constitute a quorum, and action may be taken by a majority 
vote of those present at any regular or special meeting at which a quorum is 
present. The findings and determinations of the Board made under the author- 
ity of this Act shall be final and conclusive. 

Sec. 11. The Board may adopt, alter, and use an official seal which shall be 
judicially noticed. It may adopt rules and regulations Soverning the manner 
in which its business may be conducted and its powers may be exercised. 

SEc. 12. The Board may sue and be sued in the same manner, in the same 
courts, and to the same extent that the Commodity Credit Corporation may sue 
and be sued; and the laws, rules, and decisions applicable to suits by or against 
that corporation shall be applicable to suits by or against the Board. The 
Board shall be entitled to the use of the United States mails in the same man- 
ner and upon the same conditions as the Commodity Credit Corporation, 

Sec. 13. The Board may select an executive committee of five from among 
its members and delegate to it any power or authority of the Board, except the 
power to set price-stabilization levels or the amount of the equalization fees 
herein provided for. Members of the executive committee shall be paid their 
actual and necessary travel, subsistence, and other expenses incurred in the 
discharge of their official duties, without regard to other laws with respect to 
allowances which may be made on account of travel and subsistence expenses of 
officers ‘and employed personnel of the United States and, in addition to their 
compensation as members of the Board, may be paid a per diem in such amounts 
and for such days as the Board may prescribe. 

Sec. 14. The Board may enter into and carry out such contracts or agree- 
ments as are necessary or desirable in the conduct, of its business. State and 
local laws or rules Shall not be applicable with respect to contracts or agree 
ments of the Board, or the parties thereto, to the extent that such contracts or 
isreements provide that such laws or rules shall not be applicable, or to the 
extent that such laws or rules are inconsistent with such contracts or agree- 
ments, 

See. 15. The Board may, either directly or through such corporations, stabiliza- 
tion corporations, brokers, agents, or persons as it may designate, acquire, hold, 
Store, warehouse, manufacture, process, Service, package, advertise. sell and 
transport, or otherwise acquire, handle or dispose of. milk and dairy products 
in raw or processed form, or in the form of warehouse receipts, or contracts to 
buy or sell, and may contract for plants, facilities, and services needed to ae 
complish such purposes, 

Sec. 16. The Board shall have the power to acquire, hold, improve, repair, 
modify, encumber, lease, use, and dispose of real or personal property, or any 
right or interest therein, which may be necessary or appropriate to the conduct 
of its business, 
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Sec. 17. The Board may borrow money and pledge as security any assets which 
it may have, including dairy preducts. It shall be entitled to borrow from the 
Commodity Credit Corporation, and the Commodity Credit Corporation is author 
ized and directed to loan to it, without security, such amounts as the Board may 
deem necessary to carry out effectively the purposes of this Act; provided, how 
ever, that the total amount of all money borrowed from the Commodity Credit 
Corporation and outstanding at any one time shall not exceed in the aggregate 
the sum of $500,000,000. The Board may borrow money from any other source 
of credit available to it upon the security of the dairy products acquired by it o1 
on the security of other assets or by unsecured loans. Other than the authority 
to borrow from the Commodity Credit Corporation, the Board shall have no 
authority to obligate the United States, and none of its notes, bonds, or othe: 
obligations shall be guaranteed by or collectible from the United States. Judge 
ments and other claims against the Board shall be enforced only against the 
assets of the Board in the same manner as if it were a corporation, and no liability 
for the debts or actions of the Board shall exist against either the United States 
or any meimnber, officer, employee, or agent of the Board in his individual capacity 

Sec. 18. The Board shall determine the character of and the necessity for its 
obligations and expenditures and the manner in which they shall be incurred, 
allowed, and paid. It may make final and conclusive settlement and adjustment 
of any claims by or against the Board or of the accounts of its officers, employees, 
agents, and contractors, 

Sec. 19. The Board may make such loans and advances of its funds as are 
necessary in the conduct of its business. 

Sec, 20. The Board shall have such other powers as may be necessary or appro 
priate for the exercise of the powers vested in it and the effective performance of 
the duties imposed on it by this Act. 

Sec. 21. The Board shall pay interest to the Commodity Credit Corporation on 
all money owed to that Corporation at such rates as may. be determined by. the 
Secretary of the Treasury to represent the cost of money to the Government, 
taking into consideration the terms for which such amounts are loaned to the 
Board. 

Sec. 22. The Board is authorized to use in its business all funds or other assets 
in its possession, including net earnings and borrowed money, 

Sec. 283. The Board may appoint such committees, officers, and employees as 
it may deem necessary for the conduct of its business, fix the amount of and 
pay their compensation, define their authority and duties, and delegate to them, 
or to such corporations, stabilization corporations, brokers, agents, or persons 
with whom it may contract, such of the powers vested in the Board as it may 
determine, except the power to determine price stabilization levels or the amount 
of the equalization fees herein provided for. All such committees, officers, and 
employees, including the executive committee, shall be subject to the general 
supervision and control of the Board. It may require and pay for bonds for 
employees, officers, or contractors: None of the officers, members, or employees 
of the Board shall be subject to the civil service laws or the Classification Act 
Subsequent amendments of such laws or Act shall not affect this exemption un 
less such amendments shall specifically so provide. 

Sec. 24. The Board may, with the consent of the agency concerned, accept and 
utilize, on a compensated or uncompensated basis, the officers, employees, serv 
ices, facilities, and information of any agency of the Federal Government or 
of any state or of the District of Columbia or any political subdivision of any 
of the foregoing 

Sec. 25. The Board may, in the conduct of its business, utilize on a contract or 
fee basis any corporation, stabilization corporation, association, agency, person, 
commodity exchange, broker, or trade facility. 

Sec. 26. The Board shall at all times maintain complete and accurate minutes 
and books of account. It shall file annually with the Secretary a complete re 
port of the business of the Board, a copy of which shall be submitted to 
Congress 


PRICE SUPPORT 


Sec. 27. The Board is authorized and directed to stabilize prices of milk and 
butterfat to producers. Except as otherwise provided in this Act, the amounts, 
terms, types, and conditions of the stabilization operations of the Board, and 
the extent to which such operations are carried out, shall be determined by the 
Board. 
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Sec. 28, Stabilized prices to producers for milk and butterfat shall be provided 
by the Board at levels to be established and announced annually by the Board. 
In determining stabilization price levels and the amount of the stabilization 
fees for any marketing year, the Board shall take into consideration (1) the 
declared policy of this Act, (2) the estimated supply of milk and dairy products 
for such marketing year, (3) the estimated demand for milk and dairy products 
for such marketing year, (4) the price support level for feed crops which affect 
the cost of milk production, (5) the estimated costs of producing, processing, and 
marketing milk and dairy products, (6) estimated returns to farmers from 
alternative crops and commodities, and (7) other economic conditions which 
affect the market supply and demand for milk and dairy products. In making 
such determinations, the Board may hold such public hearings with notice and 
itilize such studies as it considers necessary to effectuate the purposes of this 
Act. The stabilization level shall be established as of the beginning of the 
marketing year and shall be on an annual basis. It shall be announced as far in 
advance of the marketing year as is practicable. The stabilization level so 
announced by the Board shall not thereafter be varied before the close of the 
marketing year for which it is applicable; except that in emergency cases, after 

public hearing of which reasonable notice has been given, the Board may 
redetermine the stabilization levels if it finds that conditions have materially 
changed since the announcement was made. A reasonable time, taking into 
consideration the character of the emergency, shall be allowed by the Board 
before any redetermined stabilization level is made effective. The Board’s find- 
ing and the record of the hearing shall be available to the public. 

Sec, 29. Appropriate adjustments: and variations may be made by the Board 
n the stabilization prices for differences in grade, type, quality, location, sea- 
son, and other factors. 

Sec. 30, In order to stabilize prices for milk and dairy products, the Board 
is authorized and directed to establish and maintain a surplus holding pool. 
The Board shall remove from the ordinary and usual channels of domestic con- 
sumption all dairy products which cannot be absorbed in such channels at the 
prevailing stabilization price levels by standing ready and willing at all times 
to purchase domestically produced butter, cheddar cheese, and nonfat dry milk 
solids, together with such milk and butterfat and such other dairy products or 
byproducts as the Board may by order designate. Such purchases shall be at 
price levels which the Board determines will return to producers on a general 
average basis the prevailing stabilization levels for milk and butterfat. Appro- 
priate adjustments and differentials may be made between terminal markets, and 
between such terminal markets and country locations. The Board shall give due 
consideration to historical and established differentials in determining such 
idjustments and differentials. Purchases may be made either in terminal markets 
or at country locations, or beth, with appropriate adjustments and differentials 
as above provided. The Board may prescribe the terms and conditions under 
which it will make such purchases. The specific purchases to be made and the 
types and grades to be purchased shall be in the discretion of the Board. The 
Board may take physical possession of any milk or dairy products acquired by it 
or operate through the use of warehouse receipts, or contracts, in its discretion, 
It may operate on the commodity exchanges to whatever extent it deems appro- 
priate. It may make its purchases and sales and perform its other functions 
through its own staff or through such committees, corporations, stabilization 
corporations, agents, brokers, or persons as it may designate. 

Sec. 31. The Board may sell any milk or any dairy product owned or controlled 
by it at any price not prohibited by this section. In determining sales policies for 
any milk or dairy product intended for use in the ordinary and usual channels 
of domestic consumption, the Board shall give consideration to the establishing 
of such policies with respect to prices, terms, and conditions as it determines will 
not discourage or deter manufacturers, processors, and dealers from acquiring 
and carrying normal inventories of such commodities. The Board shall not sell 
any milk or any dairy product for use in the ordinary and usual channels of 
domestic consumption at less than the current stabilization price therefor. The 
foregoing restriction shall not apply to (a) sales to prevent deterioration or 
spoilage, (b) sales for the purpose of establishing claims against any person for 
wrongful act or violation of contract, (¢c) sales for export; (d) sales for use in 
connection with special promotional programs to increase consumption, (e) sales 
for secondary or byproduct uses, and (f) such other sales as the Board finds and 
determines will not interfere with the purposes of this Act. The Board may in 
its discretion give away or sell at reduced prices any milk or any dairy product 
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in its possession or under its control where the use to be made of it is not in the 
ordinary and usual channels of domestic consumption, including sales or gifts 
to the armed services, for school lunches, to charitable institutions, to govern- 
mental agencies or institutions, to educational or research institutions, for do- 
mestic relief, for foreign relief, for export, and to such other agencies or for such 
other purposes as the Board determines will not interfere with the purposes of 
this Act 

Sec. 382. The Federal Government and the various agencies and instrumentali 
ties thereof, in connection with programs sponsored by the Government or sup- 
ported in whole or in part by Government funds which call for the distribution 
of milk or dairy products, shall give due consideration to obtaining such products 
from the surplus holding pool. 

Sec. 33. The Board is authorized to promote and develop new and expanded 
outlets for milk and dairy products and to conduct, finance, and cooperate in 
programs of advertising, research, and other marketing activities. 

Sec. 34. The operations of the Board in connection with acquiring, holding, 
storing, manufacturing, processing, advertising, handling, selling, and disposing 
of milk and dairy products may be conducted through regular commercial chan 
nels, and due consideration shall be given by the Board to dislocating or disrupt- 
ing as little as possible, consistent with the purposes of this Act, the usual and 
customary channels of trade. Nothing herein contained shall prevent the Board 
from conducting such operations itself or through a corporation, stabilization 
corporation, broker, agency, or person. 

Sec. 35. After the effective date of this Act, surplus milk or dairy products 
shall not be sold or otherwise disposed of in the ordinary and usual channels 
of domestic trade by the Commodity Credit Corporation or any other Federal 
Agency without the express consent of the Board. The purpose of this provision 
is to segregate the surplus milk and dairy products held by the Commodity 
Credit Corporation on the effective date of this Act or subsequently acquired by 
it under this Act. 

Sec. 36. In any marketing year in which surplus milk or dairy products are 
acquired by the Board and in which milk or dairy products are imported into 
the United States, Hawaii, or Alaska from any foreign country, the Board shall 
be entitled to turn over to the Commodity Credit Corporation for disposal as 
surplus in accordance with the provisions of this Act an amount of such surplus 
dairy products which shall not exceed the equivalent of the total amount of such 
imports, as determined by the Board, or, with the consent of the Commodity 
Credit Corporation, the Board may dispose of such surplus dairy products for 
the account of the Commodity Credit Corporation. All loss sustained by the 
Board in removing from the domestic market surplus milk and dairy products 
in an amount equivalent to such imports shall be repaid to the Board by Com 
modity Credit Corporation. The Board may exclude from the operation of this 
section any dairy products which it determines are not competitive with 
domestically produced milk, butterfat, or dairy products. 

Sec. 37. In any marketing year in which surplus milk or dairy products are 
acquired by the Board and in which the total domestic production of milk or 
butterfat is increased due to diversion from the production of any other crop o1 
commodity, including livestock, the production of which is controlled or regulated 
under any Federal agricultural program, the Board shall be entitled to turn over 
to the Commodity Credit Corporation for disposal as surplus in accordance with 
the provisions of this Act an amount of such surplus dairy products which shall 
not exceed the equivalent of the total amount of such increased milk production, 
as determined by the Secretary, or, with the consent of the Commodity Credit 
Corporation, the Board may dispose of such surplus for the account of the 
Commodity Credit Corporation. All loss sustained by the Board in removing from 
the market surplus milk and dairy products in an amount equivalent to the 
volume of such increased production due to diversion shall be repaid to the Board 
by Commodity Credit Corporation. Such losses shall be charged by Commodity 
Credit Corporation to the price support programs of the crops’ from which such 
diversion occurred. 

STABILIZATION FEE 


Sec. 38. The cost of operating the stabilization program and of regulating the 
marketing of milk and dairy products in interstate and foreign commerce, or so 
as to affect such commerce, as. herein previded for, shall be paid by milk pro- 
ducers and importers marketing milk, butterfat, or dairy products in such com- 
merce or so as to affect such commerce in proportion to the milk, butterfat, and 
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dairy products marketed by them. Stabilization fees in amounts sufficient to 
cover such costs, as determined by the Board in accordance with the estimated 
requirements of the program for each marketing year, are hereby assessed 
against and shall be collected from each producer who sells milk, butterfat, or 
dairy products. The stabilization fees shall be announced by the Board as far 
in advance of the beginning of the marketing year as is practical. The fees so 
announced shall not thereafter be varied before the close of the marketing year for 
which it is applicable, except that in emergency cases, the Board may redetermine 
such stabilization fees in the same manner that stabilization levels may be rede- 
termined in emergency cases. Every person purchasing milk, butterfat, or dairy 
products from a producer (except purchases by consumers for other than com 
mercial uses), shall withhold from the purchase price an amount equal to the 
stabilization fee herein provided for and shall remit the same to the Commis- 
sioner of the Internal Revenue Service. For the purposes of this section, milk, 
butterfat, or dairy products delivered by a producer to a cooperative association 
of producers shall be subject to the stabilization fees upon such delivery. Re- 
turns shall be filed and remittances made monthly by such purchasers in accord- 
ance with rules prescribed by the Commissioner. 

Sec. 39. Producers holding licensi's or permits issued by Federal, State, or local 
agencies authorizing them to sell milk, butterfat, or dairy products directly to 
consumers shall file returns and pay the stabilization fees on all sales made by 
them to consumers for other than commercial uses. 

Sec. 40. The Internal Revenue Service shall collect the stabilization fees 
provided for herein and shall prescribe such rules and regulations as may be 
necessary to accomplish that purpose. 

Sec. 41. The collection of the stabilization fees herein provided shall be en- 
foreed in the same manner that the collection of Federal excise taxes are en- 
forced, and the remedies, penalties, and punishments provided by law or regula- 
tion for enforcement of Federal excise taxes shall be applicable to the enforce- 
ment of the stabilization fees. 

Sec. 42. There is appropriated for each fiscal year, beginning with the fiscal 
year ending June 30, 1955, an amount equal to the receipts collected under the 
provisions of this Act. Such sums shall be maintained in a separate fund and 
shall be used by the Board only to accomplish the purposes and policies of this 
Act and for the administrative expenses of the Board. The sums appropriated 
under this section shall, notwithstanding the provisions of any other law, continue 
to remain available for the purposes of this Act until expended. All sums 
collected by the Internal Revenue Service under the provisions of this Act shall 
be credited as received to a special account set up for the use of the Board. 
Such funds, including any other funds of the Board, borrowed or otherwise, 
which may be in any such special account, shall be available for use by the Board 
in carrying out the purposes and policies of this Act and for the administrative 
expenses of the Board. The Board may expend such funds for such purposes, 
at such times, in such manner, and in such amounts, consistent with the provisions 
of this Act, as the Board finds will effectuate the purposes of this Act. 

Sec. 43. The Secretary of the Treasury is authorized and directed upon request 
of the Board to establish one or more special accounts for the use of the Board. 

Sec. 44. All imports of milk, butterfat, and dairy products shall be subject to 
the collection of stabilization fees at the same rates as those collected from 
domestic producers. The Secretary of the Treasury shall collect the stabilization 
fees on imports at the time of importation. All funds so collected shall be 
credited as received to the special account of the Board. Rules and regulations 
governing the collection and payment of such fees shall be prescribed by the 
Secretary of the Treasury. 

MISCELLANEOUS 


Sec. 45. The latest available statistics of the Federal Government shall be used 
in making the findings and determinations required to be made under this Act. 
Such statistics and such other information as may be necessary or appropriate 
to enable the Board to carry out effectively the purposes of this Act shall be made 
available to the Board. 

Sec. 46. Office space for the central office of the Board shall be provided by the 
Department of Agriculture. 

Sec. 47. The provisions of the Federal Property and Administrative Services 
Act of 1949 (P. L. 152—Sl1st Congress); section 3709 of the revised statutes 
(41 U. 8. C. See. 5), as amended; the Walsh-Healey Public Contracts Act (41 
U. 8. C. Sees. 35-45) ; section 3741 of the revised statutes (41 U. S. C. Sec. 22); 
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and sections 431 and 432 of title 18 of the United States Code (18 U. 8. C. Sees. 
31, 432) shall not be applicable to contracts, purchases, sales, or payments made 
under this Act. 

Sec. 48. If any provision or part of this Act is declared unconstitutional or the 
applicability thereof to any person, circumstance, commodity, or product is held 
invalid, the validity of the remainder of this Act and the applicability thereof 
to other persons, circumstances, commodities, or products, shall not be affected 
thereby. 

Sec. 49. All milk and dairy products held by or for the Federal Dairy Stabili- 
zation Board and all other assets of the Board, including borrowed money, 
shall be deemed property of the United States and shall be exempt from Federal, 
state, and local property taxes, except that real estate owned by the Board shall 
be subject to nondiscriminatory state and local real estate taxes. The income, 
obligations, contracts and transactions of the Board, including purchases and 
sales made by or for the Board, shall be exempt from all Federal, state, and 
local taxes, licenses, and fees. All activities, contracts, transactions and opera- 
tions of the Board, its members, officers, employees, and agents which are 
authorized by this Act shall be exempt from Federal and state antitrust laws, 

Seo. 50. No member of the Board or any other person employed or acting in 
any official capacity in the administration of this Act shall speculate, directly 
or indirectly, in milk, butterfat, or dairy products, or in contracts relating 
thereto, nor shall any such person accept or receive any benefit or gain from 
any such speculation by others or own or have any beneficial interest in any 
stock or other membership interest in any organization engaged in any such 
speculation. Normal business operations connected with the production, manu- 
facturing, storing, and effective merchandising of milk and dairy products, 
whether hedged or not, shall not be considered speculative within the meaning 
of this section. No member of the Board, or any other person directly or indi- 
rectly connected with the Board or its activities or who shall have access to 
the files or information of the Board, shall divulge any information concerning 
the Board or its activities which the Board shall have classified as confidential 
Any person violating the provisions of this section shall upon conviction thereof 
be fined not more than $10,000 or imprisoned not more than one year, or both. 

See. 51. Except as otherwise provided in this Act, the general penal statutes 
relating to crimes and offenses against the United States, its property, contracts, 
employees, and operations shall apply with respect to the Board, its property, 
contracts, employees, and operations. 

Seo. 52. The price support operations of the Secretary under title II of the 
Agricultural Act of 1949, with respect to milk, butterfat, and dairy products 
sha!l be suspended April 1, 1955, and shall continue to be suspended during 
the entire period that stabilization operations are carried on by the Board under 
the authority of this Act. 

Sec. 53. The stabilization operations of the Board and the collection of sta- 
bilization fees shall begin April 1, 1955. 


(The following letter was submitted to the committee for inclusion 
in the record :) 


Pure Mrtk Propucts COOPERATIVE, 
Fond du Lao, Wis., March 19, 1954 
Hon. Currrorp R. Hope, 
Chairman, Committee on Agriculture, 
House Office Building, Washington, D. C. 

Dear Mr. CHAIRMAN: I understand that in the appearance of Mr. Russell S 
Waltz, president of the National Milk Producers Federation, before your com- 
mittee on March 18, you ask what was the position of Wisconsin dairy farmers 
on the question of a change in price supports, and particularly what was the 
position of Pure Milk Products Cooperative. Therefore, I request the following 
statement be inserted at the proper place in the record as representing the 
position of our people. 

I am general manager of Pure Milk Products Cooperative. of Fond du Lac, 
Wis. We have a membership of approximately 18,000 dairy farmers living 
within the State of Wisconsin. ast year our membership produced 1,666 
million pounds of milk. We are the largest individual milk producing coopera- 
tive in the Nation. Our membership is distributed throughout the State of 
Wisconsin, with members in practically every county. Some of our members 
are also members of the Farm Bureau, the Grange, and the Farmers’ Union. 
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] realize well that no man can state he rightfully speaks for the entire mem- 
bership of his organization on any controversial question. However, I am sure 
that Pure Milk Products Cooperative can rightfully speak for the overwhelm- 
ng majority of its membership. On the last Tuesday of October 1953, the 
delegate body of Pure Milk Products Cooperative, in annual convention, with a 
representation of the membership at the ratio of 1 delegate for each 20 mem- 
bers, adopted a resolution that dairy products should be supported at not less 
than 90 percent of parity. I feel positive I not only represent the voice of our 
membership, but that I represent the voice of an overwhelming majority of 
dairy farmers in the State of Wisconsin, without respect to any of the general 
farm organizations, when I say they are unalterably opposed to any reduction 
in price-support levels, particularly one which would leave their support prices 
it 75 percent of parity. This proposed cut in sepport prices would result in 

loss in excess of $95 million annually to the farmers of Wisconsin. It repre- 
sents a cut in income of $101% million to the membership of Pure Milk Products 
Cooperative. 

| would further like the record to show that I am not, never have been, nor 
ever will be a candidate for any public office in any form of politics, and that 
the difference of opinion, if there should be one between dairy farmers and 
politicians, has not come to my attention, and I have sound reason for making 
this statement. In the last several months it has been my privilege to appear 
before meetings within the State of Wisconsin to discuss support prices, as 
well as other important problems with dairy farmers. In these meetings, I have 
contacted well in excess of 10,000 farmers and at each of these meeting I have 
asked for an expression of opinion. I have never heard one man voice approval 
of any support less than 90 percent. 

Sincerely yours, 


WILLIAM O. PERDUE, 
General Manager. 
The Cuairman. We have with us this morning, Mr. Judson Squires, 
director of public relations for Roberts Dairy Co. of Omaha, Nebr. 
| hope that we can hear Mr. Squires. We may have a quorum call 


in the House but we will be glad to hear him for such time as we 
me be able to do so. 


STATEMENT OF JUDSON SQUIRES, DIRECTOR OF PUBLIC RELATIONS 
FOR ROBERTS DAIRY CO. 


Mr. Squires. Mr. Chairman and members of the committee; I am 
here, I hope, to inject a little cheer into a somewhat serious discussion. 
Qur company is an independent company operating in Iowa and 
Nebraska—headquarters in Omaha—and selling milk products as 
well, up into South Dakota and down into Kansas. We have followed 
a program which I believe can be successfully used by dairymen in 
other parts of the country. 

We have for a number of years been very active in our area in sup- 
porting an upgrading program. In our area, as of March 1, we buy 
nothing but grade A milk. This has been a very satisfactory arrange- 
ment so far as our dairy producers are concerned. 

We buy from approximately 3,000 dairy producers in the area. Our 
purchases last year amounted to about 240 million pounds of milk. 

We believe that the main problem in the milk industry is one of 
production and marketing. 

The production of milk must be, like any other factory operation, a 
more or less continuing operation, stabilized month by month as 
nearly as possible. There is in the Omaha and Lincoln milkshed— 
and I think it quite representative of the covutry as a whole—a wide 
variation from the flush milk period in the spring, during the months 
of April, May, and June; and the lowest production in the fall. The 
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high point of production in May is 43 percent higher than the lowest 
period of production in October—September, October, and November 
being the lowest months of production. 

There is only a 7-percent variation in milk consumption, however, 
throughout the year, the low point being in July. As long as there is 
a varlation of 43 percent in production and only 7 percent in con- 
sumption, you are going to have surpluses piling up. 

We have, for several years, carried on a program of cooperation 
utilizing our farm service men, working with our producers in the 
area. We have been working on a breeding and feeding program to 
get producers to level off their milk production as much as possible. 
This has resulted in quite an improvement in the situation. If we 
can get milk products coming in month by month in approximately 
equal quantity, we do not have seasonal layoffs, we do not have the 
extra expense of rehiring and training of men, we do not have large 
plant production at one time and low production at another, and we 
do not have to carry over surpluses and large inventories ourselves. 

This program of stabilizing production has worked out quite satis- 
factorily to date and will improve decidedly in the next year as it 
progr esses. 

In the second place, with the grade A program we find that we are 
rejecting less than 5 percent as much milk as we rejected when it was 
a standard market, which means that our milk producers make more 
money. 

They are ge ng a better market. We all know the importance, I 
think, of a grade A A program. It has been promoted on a nonpartisan 
basis for many years. It protects the health of yourself and your 
children. It means that you are getting a much better grade of milk. 
Our milk producers feel that their investment made in improving their 
milk houses, bringing proper sanitary conditions to bear, have been 
well justified by what they have gotten out of the program. 

Incidentally, we are for Secretary Benson’s variable supports rather 
thanrigid. We feel that in this grade A program, if prices were main- 
tained too high artificially, for too long a period we would unquestion- 
ably have a bad situation surrounding a grade A area with a surplus 
of milk that was lower than desired quality, and eventually that it 
would kill the grade A program. 

We frankly believe that at all costs the grade A program must and 
should be preserved. 

We are a comparatively small company but we did approximately $2 
million worth of business last year and that is a lot of milk in the 
Middle West. But we are small as compared with the big companies: 
Borden, Hood, Bowman, Abbott, the others. 

But we believe that we serve our people well and we sell approxi- 
mately 50 percent of our market which is a pretty hard thing to do. 
We are very conscious of our responsibility to our milk producers, the 
dairymen in our area, and we are also very conscious of our responsi- 
bility to the consumers. 

We have done something new under the sun in the dairy business. 
I would like to ask the young lady, if she would, to distribute these 
samples. We have brought out a new dairy product called Vadall. 

Incidentally, we produce a 93 score grade AA sweet-cream butter, 
and we are in no way interested in killing our sales on butter. We 
sold more of our quality butter last year through commercial channels 
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in the face of a national loss in butter sales, than we have ever sold 
before in our company’s history. 

We believe that quality pays off as it always has. Now we have 
tried to follow one other recommendation. I think we were all warned 
better than a year ago by the Secretary that we should get our house 
in order; that we should so far as possible work out our own salvation. 

That is what we have been trying todo. First, by the breeding and 
feeding program to help stabilize production. 

Second, by upgrading our product to bring better products to the 
consumer and gain new customers, 

Third, by finding a new market for milk products. We have pro- 
duced—and this by an entirely new process, an all-dairy product which 
has only 21 percent of fat as compared to the 80 percent in butter, and 
have approximately 29 percent of milk solids nonfat; which are your 
minerals—caleium ‘and phosphorus, high protein—your good energy- 
produc ing, nutritious elements of milk. 

This product is neither churned nor is rennet used in its processing. 
It is neither butter nor is it cheese. 

It has been determined by our attorney general in the State of 
Nebraska, as well as by the Internal Revenue Department, that it is not 
butter. You would not mistake it for butter. Although it is yellow in 
color, its texture is different from butter. 

We think it is a tasty article. You are all going to have an oppor- 
tunity very shortly to try and judge its taste for yourselves. Anything 
made from milk will of course have, to some extent, a dairy taste. To 
some it tastes like unsalted country butter. To others it tastes like the 
best of margarine. To others it tastes like whipped butter. 

Some people seem to notice a tang a little like that of a tangerine. 
We think that you will like it. 

The CuatrmMan. Let me ask you about the price. You hope to be 
able to offer it on the market at what price? 

Mr. Squires. This will be priced at less than butter, a little more 
than margarine. We are going to pack it in half pounds and we be- 
lieve that it will retail about 25 cents a package. 

The CuHatrmMan. About. 50 cents a pound ? 

Mr. Squires. Yes, sir. We cannot say definitely as yet because we 
have not yet completed merch: andising plans. We will license or 
franchise other dairy companies to process it in their own areas. 

We have had letters of interest and encouragement from all over the 
world since the product was first announced in Time, both in their 
domestic and foreign editions in December. 

The first of the national advertising was Saturday Evening Post 
on January 2. Another ad followed in February, explaining that we 
were somewhat delayed in getting into production, waiting for the 
rulings of the various agencies involved. But this is coming along all 
right we believe. 

Now we are awaiting our clearance from the Pure Food and Drug 
and inasmuch as this is a very pure and nutritious product, we expect 
an early decision. 

The bakers of the country are very much interested because with this 
new product, Vadall, a person who is on a low-fat diet is able to eat 

4 slices of bread a day spread with Vadal, as compared with 3 spread 
with normal high-fat content spreads, with no calorie increase, and 
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to get the nutrition and bulk that they need for good health. We think 
it will have great interest there. 

I hope that all of you will have an opportunity to try it soon. Many 
new things come from little fellows like ourselves. We know from the 
interest that we have received that we have something that is arousing 
a great deal of interest. And we hope to have something that will be 
a contribution to dairy people the world over. I thank you very much. 

The Cuarrman. Thank you. 

Do you have any questions, Mr. McIntire? 

Mr. McIntire. Only on the face of this exce rpt from the Saturday 
Evening Post, which he has passed to us—this is dated January 2- 

I would like to inquire if this product is now on the market? 

Mr. Squrres. Not yet, Mr. McIntire. We think it will be within the 
next 90 to 120 days. 

Mr. McInvtre. The reason for my inquiry is that I was wondering 
if you had any measure of its success to this point. 

Mr. Squires. We have not. We merely made the announcement pre 
paring for the development of the marketing procedure. We will 
franchise all over the country. 

The CHatrmMan. Do you have any questions, Mr. Poage ? 

Mr. Poacr. I wonder how much milk and butterfat your product 
will take. Will it remove as much per pound as the product we know 
as butter? 

Mr. Squires. It will not remove as much of the fat but it will re- 
move milk powder which is also in surplus. It has a high percentage 
of milk solids nonfat, which is what powder is. If it uses some wheat, 
by getting people to eat more bread it will help in the wheat direction 
also. 

Mr. Poace. If it just moves the nonfats, wherein will it help ‘the 
country more than the margarine program ¢ 

Mr. Squires. This uses 21 percent fat. 

It does not use as much fat as butter will. But it has the benefits of 
solids nonfat which are in milk, which are very necessary for health 
and nutrition. 

Mr. Poace. I know. 

Mr. Squires. You mean what will this substitute for ? 

Mr. Poacr. I am asking how it will affect the dairy program. Sup 
pose everybody switched to eating your product. 

Mr. Squires. They will not. 

Mr. Poacr. Instead of eating butter or margerine. Then what 
would happen ‘ 

Mr. Squrres. This will supply a dairy product for many people 
who have been at a loss as to what they can take as a spread, who are 
on diets—and you are probably not troubled that way. In the past 
because they were on a low-fat diet, they have been at a loss to eat any 
dairy product. It offers a new market we think for dairy products. 

The Cuamman. Of course you have in mind also, if I understand 
you correctly, that we have just as big a problem with dried milk as 
we have with-butter so far as surpluses are concerned. Your prod- 
uct will not only use butterfat. but it will also use dry milk solids. 

Mr. Squires. That is correct. 

The Cuarrman. We thank you very much, Mr. Squires, for your 
appearance before the committee. 
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(The document referred to is as follows :)} 


APRIL 3, 1954. 
Hon. Cuirrorp R. Hope, 
Chairman, House Committee on Agriculture, 
Washington, D. C. 

Dear Mr. CHatRMAN: On March 18, when I made a statement representing 
the Roberts Dairy Co. of Omaha, Nebr., to your committee, I did not have a 
prepared statement to present and, as I believe you will remember, time was very 
short. My statement was not too coherent as presented. 

I would greatly appreciate it if yeu will allow me to supplement my oral 
statement with the prepared statement herewith attached which explains our 
company’s program much more clearly. 

I brought this statement with me for delivery to you personally, and hope you 
will exeuse this hand written note to explain our position, ecntact being 
impossible. 

Very sincerely yours, 
JUDSON SQUIRES, 
Roperts Datry Co. 


STATEMENT OF ROBERTS DatRy CO., or OMAHA, NEBR. 


It is a privilege to have this opportunity to express our company’s views to 
this committee. Roberts Dairy Co., is an independent, privately owned company 
with headquarters in (maha, Nebr., and milk processing plants in Omaha, Lin- 
coln, Grand Island, and Waterloo, Nebr., and in Sioux City, Iowa. The presi- 
dent and managing director of the company is J. Gordon Roberts of Omaha. 
The dairy industry's part in agriculture 

It is of interest to note that more people are employed, directly and indirectly 
in the dairy industry than in any other single industry in the country. This 
is not surprising when we realize that milk is the one food recommended in some 
form as a daily necessity for “individuals of all ages and families of all incomes.” 

The dairy industry accounts for more than 14 percent, or one-seventh, of the 
total cash received from agriculture of all kinds in this country. This 14 percent 
is over $414 billion. Exceeded only by receipts from cattle and calves, dairy’s 
contribution is greater than that of any other agricultural crop or commodity. 

The dairy industry has served the country ably and faithfully as the more 
than 40 million wives and mothers in this country, whe are the best judges and 
exponents of health, will testify. 


Vidwest experience 


Our company has experienced an encouraging degree of success in our Mid- 
west operations by proceeding along the lines of a three-way program designed 
to help develop a more stable, prosperous and independent dairy industry 
in agriculture. 

This policy has comprised : 

I. A breeding and feeding program to help stabilize production both of raw milk 
and processed products. 

II. An upgrading program designed to improved the quality of both the raw 
milk supply and the finished products, This would facilitate securing increases 
in present customer consumption and in attracting new dairy food patrons. 

III. An active and continuing program of research for new market possibilities 
to discover and develop processes for new, produet derivatives in milk which, 
if successful, would provide new sales outiets for our industry. Our company’s 
new, recently announced all-dairy spread, Vadall, is a result of this research 
(Saturday Kvening Post, January 2 and February 20). It is a highly nutritious, 
easily. digestible, low-calorie produet, all-milk in origin and made by a new 
process. Vadall is not butter nor is it cheese. It will provide a thrifty, pleasant, 
energy-building addition, to good, eating, It is “something new under the sun” 
in the dairy industry. 

We feel that our three-way program is in line with the administration’s and 
Secretary of Agriculture Benson’s advice and proposals to the dairy industry. A 
more comprehensive explanation of the program, together with a description of 
its application and a report on the;encouraging results, will follow. You 
will also be invited to personally taste the new spread. 

We market and distribute fluid. milk and our dairy products in the Nebraska- 
lowa territory and sell our products in adjacent areas of South Dakota and 
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Kansas. Some manufactured product is shipped much farther. Distribution in 
Florida of Roberts 98 score sweet cream butter was inaugurated in January 
of last year with five company routes operating out of Tampa. 

President J. Gordon Roberts last year realized a long-held ambition when 
1953 sales of $21 million showed—for 1953 over 1952—a year’s increase equal- 
ing the total sales of the company 20 years earlier when Mr. Roberts took 
charge. Our company’s 1953 sales of sweet cream butter through commercial 
channels were our highest ever, in the face of declining industry sales. Qual- 
ity was responsible. 

Although a comparatively small company, we hope that our experience may 
be of some interest and benefit to the Senate as well as the dairy industry 
in the enactment of pending agricultural legislation. We do not presume to 
claim an easy solution or a sure-fire panacea for all the troybles besetting the 
industry but, as processors and marketers selling approximately 50 percent 
of the total market in our area, we believe that it is primarily a production 
and marketing problem and have acted accordingly. 

We are very conscious of, and attentive to our responsibility to our cus 
tomers and to the communities which we serve, and to the 3,500 producing 
dairy farmers from whom we buy. We operate under a Federal market order 
in our area. 

Here is the industry situation as we see it and the program and policy our 
company has followed and is following to meet these problems. 

I. PRODUCTION, CONSUMPTION AND PRICE CONSIDERATIONS RELATING TO PROGRAM 
Production 

Fluid milk and cream production is highest during the spring period, April, 
May, and June and lowest in the fall months, September, October, November. 
Natural feed is of course most plentiful in the spring. In our area—and other 
milk sheds have a similar pattern—there is a fluctuation of about 43 percent 


in daily milk receipts between the high production in May and the low in 
October. 


Consumption 

Consumption as represented by local sales, varies by a much smaller spread 
of about 7 percent. 

As long as this condition obtains there will be a surplus of milk in the 
spring, much of which cannot possibly be currently absorbed by increased 
advertising and sales. Consequently it must be processed, stored and carried 
in inventories for later disposal, or, of course, added to the CCC’s surplus. 
Prices to dairy farmer 

Prices paid to dairyinen producing this fluid milk and cream are invariably 
lower in the spring than in the fall averaging about $1 per hundredweight 
more for milk delivered in the fall. 

Incentive for fall milk production 

As an additional price incentive plan to increase fall production and level 
out through the year, in several markets the market administrator withholds 
8 percent of the cash receipts for milk during flush production in April, May, 
and June and prorates this amount back into the September, October and 
November receipts. 

The farmers with the greatest fall production naturally receive a larger 
share from this spring withholding fund. This incentive is economically sound, 
is available to all producers in the area and, if applied nationally, should benefit 
the entire industry. It reimburses the dairy farmer who fits his production 
to market demand and helps to eliminate the seasonal surplus problem. No 
one knows better than the farmer that a very small surplus can be magnified 
at times by public clamor until it snowballs into a sizeable price reduction. 

Cows can be bred in November, December, and January so as to freshen in 
the fall and cows so bred can be expected to yield the greatest cash return 
the following year. 

I. Our breeding and feeding program to switch part of the herd to fall pro- 
duction : 

(a) Our farm service employees work with the producers to secure indi- 
vidual cooperation. They are able to give competent advice and guidance. 
(0) They work with producer organizations to inform their membership. 

(c) They are on-the-spot sources of information on feeding schedules and Costs, 
artificial insemination, best feed crops for the producer, etc. 
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(d) Our Farm Service representatives also work closely with Department of 
\ericulture and Department of Health representatives and with the dairy de- 
artments of our agricultural colleges, all of whose help and cooperation is in- 
aluable., 

Result 

A better balanced yearly flow of milk is being effected in our market with more 
farmers taking advantage of higher fall prices for their milk. 

This is done—a few cows here and a few changed there—gradually adding up 
to general herd readjustments. 

The 48 percent fluctation in production is being reduced. Our goal is to help 
reduce this margin to 25 percent or less by the end of next year. 

Already, in the fall we are able to buy more of our required milk locally and 
bring in less from outside. 

This helps our production schedule both on a supply and cost basis besides 
putting the money in the local dairy farmer’s pocket. 


Il. THE UPGRADING PROGRAM IN RAW MILK AND FINISHED PRODUCTS 


(a) Our work with our milk producers 


All of our farm service men (under a general supervisor) work with and help 
the producers in their territories to improve quality as follows: 

1. The Government grading program encouraged. 

». Sanitation control and physical compliance for grade A, 

3. Herd improvement. 

1. Bangs free program and calfhood vaccination. 
5. 4-H Club and similar activities. 

We have, from the first, actively supported the grade A program. We believe 
that grade A represents the finest possible example of an upgrading project with 
obvious and manifold benefits for all, for the public, the producers, the process 
ors, and marketers. 

Comment on Farm Service representatives’ work.—The importance and value 
to producers and dairy alike, of the services rendered by the dairy’s farm service 
men cannot be emphasized too strongly. It is frequently slighted in dairy op- 
erations. But the farm service representatives, to succeed, must be: 

1. Properly instructed and capable. 

2. Continuously employed and available. 

3. Sufficient in numbers to maintain close contract with producers in their 
individual territories. 

Result.—As of March 1 this year, ours is a 100 percent grade A operation. This 
has been accomplished with the finest of cooperation by all interested parties— 
Federal, State, and local, and with excellent support from a very friendly press 
and other news agencies. 

Our dairy farmers have found their grade A milk handling investment and 
effort, fully justified and profitable. 

Under grade A we are rejecting only 5 percent as much milk as was necessary 
when it was standard. 

Asa safeguard and benefit to the health of everyone, grade A’s value is enorm- 
ous, and in terms of greater public confidence in milk and dairy products and 
resultant increased consumption of same where proper publicity is given to 
the subject, its value to the entire industry is obvious. 

The grade A program and grade A quality is a continuing year-round operation. 

You cannot have 40 to 50 cents per pound butter because grade A quality, 
whether in flush production or any other time, cannot be processed into that 
cheap a product under present-day conditions. To produce cheap butter you 
must forget the progress made, give up your grade A quality and health protec 
tion and process a lot of subquality milk. Naturally you will also get a lower 
quality butter. That really opens the gate for competitive products. 

So far as competitive products are concerned, industry knows that the product 
that comes from the animal has definite nutritional advantages and it also 
costs more to produce than product derived from the vegetable kindgdom. I 
believe that the public generally also realizes this. 


(b) Finished product upgrading 


1. We maintain a continuing laboratory search to develop improved processes 
and better products. “Quality of product” is, and in my opinion probably 
always has been, almost a creed with J. Gordon Roberts. There is an old 
Saying: “Satisfaction with quality remains long after the sweetness of cheap- 
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ness is forgotten.”’ A policy of everlasting watchfulness and care runs straig!it 
through our plants from receiving dock to finished product and thence to 
consumer. 

2. Laboratory controls and checks at all stages, close plant supervision and 
checks, constant route delivery supervision and checks, definite areas of respon 
sibility assigned, proper training and supervision of all employees, fair treat 
ment and top pay on a reward-for-performance basis, competent management 
under Mr. Roberts’ planning and direction—these factors lead very naturally 
to the upgrading of product. Many another dairy throughout the country shows 
the same pattern of dedication in its services. 

3. Close cooperation supplied by the Milk Industry Foundation and our dairy 
associations provides us with many upgrading leads. 

4. To inform our trade of quality advances, we of course advertise ade 
quately in a variety of media and actively participate in community activities 
and in national health, welfare, and youth development programs. 

Resuilt.—We have the most enthusiastic and helpful customers imaginable, we 
are well regarded in our area, and we show a constant increase in product sales 

The question of price supports and surpluses—We heartily endorse the prin 
ciple of variable rather than rigid price supports because we believe that 
artificial support, if continued at too high a price level, results not only in 
loss of market but stimulates overproduction of mediocre products. 

We think that this would eventually kill the entire grade A program by 
surrounding and swamping grade A areas with a volume of marginal or sub- 
quality milk. 

Failure and loss of the grade A program would be a public as well as an 
industry disaster. 

Variable price supports.—The setting of price supports should depend, of 
course, on the relation between the total crop of the commodity and the normal 
supply which the market needs and can absorb. Its proper level would be 
determined by how much the total crop was either over or short on total market 
requirements. 

The Agriculture Acts of 1948 and 1949 provide for this but we have something 
now we didn’t have then—experience and the record. We have a year-to-year 
measuring rod dating from 1948 showing what commodities have been over- 
produced and by how much, in the form of records showing just what percentage 
of each crop as surplus has been placed under price supports in each of the 
years. 

This record of production in relation to market is clearly shown in a table 
prepared by the United States Department of Agriculture, Commodity Credit 
Corporation, titled “Proportion of Total Crop Placed Under Price Support.” 
This record covers the actual percentages for the years 1948 to 1952 and the 
Department of Agriculture’s estimates for 1953 and 1954. We believe it is most 
important in decisions regarding where and at what level variable price supports 
should apply. Certainly every farmer could study this report to some advantage 
in arriving at crop and acreage decisions. 

A copy of this report titled “Table A” is attached to this statement for the 
convenience of the committee. 

In considering surpluses one’s interest naturally is directed at once to the 
record of his particular commodity and its relation to all other members of the 
group. It is proper at this point to’give some close scrutiny to the dairy industry 
as a whole and its present situation and past record in agriculture. 

It is of interest to note that on February 15 last, the Secretary of Agriculture 
announced that price supports on dairy products would be reduced as of April 
1 from 90 percent to 75 percent of parity. His reason for singling out dairy 
products alone and first, aniong all the commodities held in surplus, was not 
entirely clear to many of us in the industry. However, the dairy industry was 
advised last vear, as I presume all other interested parties with commodities 
held in surplus were similarly advised, that we should take active and con- 
structive steps within our own industry to provide as nearly as possible for the 
solution of whatever problems and miscalculations were responsible for industry 
surpluses and the-necessity’ of placing them under price support. The program 
which is the primary subject of this statement represents our company’s efforts 
to comply with the Secretary’s request. If the dairy industry was a major 
offender in overproduction and in percentage of its yearly output which had to 
go into the Commodity Credit Corporation under price support, then the Secre 
tary’s action of last February 15 announcing the reduction of the support would 
be clearly understandable. 
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I shall ask you gentlemen to kindly turn to the table attached to this statement 
which shows the yearly figures of the various commodities under price support 

percentages of their total crop production. If we compute across the page for 
the totals of yearly percentages of the different crops for the entire period from 
1948 through 1954, we will be able to get a pretty good picture of how well each 
commodity produced in accordance with what its market could absorb. The 
higher the total of the percentages of its crops going into surplus over this 7-year 
period, the further that commodity has come from making the supply equal to 

arket consumption. To save you the trouble I have totaled up all commodities 
on the list and if you will jot down in the right-hand margin, I will show you 
some very surprising and illuminating figures. There are only 21 entries to make. 
Starting at the first line: Corn, 66.5 percent; cotton (upland), 145.8 percent; 
peanuts, 302.1 percent; rice, 63 percent; tobacco, 63.2 percent; wheat, 220.2 per- 
cent; honey, 30 percent; milk and butterfat, 21.5 percent; mohair required no 
operations; potatoes, no supports available; tung oil, 152.4 percent; wool, 317 
percent; barley, 85.9 percent; beans, 166.2 percent; cotton (extra long staple), 
195.3 percent; cottonseed, no support available; cottonseed products, 100.8 per- 
cent; flaxseed, 225.5 percent; rosin, 70.7 percent; turpentine, 45.4 percent; oats, 
17.2 percent ; skip next 3, no support available; rye, 81.4 percent; sorgums, 177.3 
percent; and soybeans, 53.4 percent. Oats leads the list with only 17.2 total 
followed by milk and butterfat, 21.5 percent, and honey at 20. From that point 
they soar rapidly upward. 

\s pointed out at the start of this statement, the dairy industry accounts 
for more than 14 percent, or one-seventh of the total income from agriculture. 
Its percentage of income to agriculture is greater than any one of the commodities 
shown on this table. By virtue of doing the most business, dairy might be ex- 
pected to stand highest in the totals we have just computed. I believe that you 
will agree dairy has been very modest in its dependence upon the supports, For 
the 6-year period under supports dairy averages only 3.5 percent yearly. To 
bring in 14 percent of income yearly and only require 3.5 percent average of 
crop in help is a fine record. From the available records it is also apparent that 
up to January 1, 1954, the dollar value of dairy products in surplus has not 
averaged more than 6 percent of total Commodity Credit Corporation moneys 
invested. Considering the high value, compared with other commodities of 
dairy’s yearly volume, this outstanding Commodity Credit Corporation record of 
the dairy industry should carry great weight in all price-support decisions. 

I was in Washington during the period February 15 to 18 at the time of 
announcement of the April 1 reduction in dairy support prices, and while we 
thought the amount of the reduction to be severe, we did go along for reasons 
already stated, with the theory of variable price supports advanced by the De- 
partment. In the matter of surplus disposal however, we at that time and 
subsequently have expressed ourselves very clearly in our opposition to a pro- 
gram which would upset and tend to demoralize the industry. This is the 
proposal to turn these surpluses back into the local market for customer con- 
sumption on some kind of price-blending arrangement with currently produced 
butter. In addition to upsetting both regular production of butter and prices, 
it would be an almost endless job for agriculture to attempt to keep track of 
and to regulate such transactions, as has been proved by previous efforts along 
the same line. 

According to a year-end report of the Department of Agriculture, $165 million 
in surplus butter was held by Commodity Credit Corporation as of December 
14, 1953. This $165 million worth of butter represented about 250 million 
pounds at 66 cents per pound. It therefore represented a surplus of about 3 
months’ normal butter supply, which is about normal in many industries, and 
certainly not an alarming amount compared with other surpluses. 

sutter keeps well under refrigeration and we assume that the Commodity 
Credit Corporation has had the facilities and the authority to move surplus 
staples such as butter, cheese, and similar commodities, which are essential to 
diet, into channels of consumption by our services in all parts of the worid, Army, 
Air Force, Navy, and Marine, to service and veterans’ hospitals, institutions 
for the needy, the Red Cross, overseas welfare agencies, and to undernourished 
friends and allies around the world as outright assistance or on some other 
basis. If Commodity Credit Corporation needed enabling legislation in order 
to handle the matter of distribution of surpluses properly, we believe it should 
have made this need heard in the camps of all interested parties in all the 
commodity industries. 


38490—54—pt. 19-5 
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Since Secretary Benson's announcement on February 15 there has been, 
course, an increase above the ordinar, in butter and other dairy products goir 
into surplus. Much of this would normally have gone into regular trade 
channels. 

Not content with having singled out the dairy industry for the first and, ; 
far as we know, only major cut in supports to date, the Secretary has subs 
quently, in public utterances, expressed his belief and apparently his hope that 
butter will take not only the natural drop to be expected with the reduction 
price support, but also a further cut to be brought on by turning back into com 
merical channels the Commodity Credit’s butter surplus, augmented now wit 
what the Secretary’s February 15 announcement has driven in. 

President Eisenhower in his request for a set-aside of reserves to the vah 
of $2.5 billion in the stocks presently held by the Commodity Credit Corporati: 
asked for broad discretionary authority to manage these frozen reserves. | 
said: “Destruction of surplus commodities cannot be countenanced under ai 
circumstances. They can be insulated from the commercial markets and used 

onstructive Ways. Such uses will include school lunch programs, disaster 1 
lief, aid to the people of other countries and stockpiled reserves at home for use 

i War or national emergency.” 

In his budget message, also, the President requested authority to use $1 
billion worth of accumulated surplus products over a 38-year period for the 
purpose indicated. We are moved to wonder how much surplus butter figures in 
these set-asides 
‘he Washington Post and Times Herald of Saturday, March 27, in an account 
Secretary Benson’s address to the Women’s National Press Club luncheon 
‘ friday quoted his statement that there will be plenty of butter soon on the 
tables of American housewives because the Government can’t let it spoil in 
the storage houses (Good butter will ep in excellent condition for more 
than 2 vears under refrigeration.) Continuing, after mentioning the 90 to 
75 percent reduction effective today, in answer to a question, the Secretary said 
he believes butter should be sold to American consumers at a level no higher 
or “at least equal” to the pricce charged Russia, or any other country, but, he 
added “We must sell it, it is perishable.” When Secretary Benson mentions 
American consumers I presume he means retail buyers. How in the name of 
heaven does he plan to sell butter at retail at a price comparable with that which 
would obtain in sales overseas in multiton quantities. 

In the March 29 edition of the Evening Star, in a front-page article by Allen 
Drury, headed “Benson Plans "rive to Sell Dairy Surplus and Cut Butter 
to 59 Cents,” the Secretary was _ toted as saying, among other things, that the 
disposal plan (for surplus) origina.'y timed for the same day on which supports 
for dairy products will be reduced from 90 to 75 percent of parity, has been 
delayed because the Department does not have final details ironed out. 

The Secretary predicted that the sales-promotion campaign combining ad- 
vertising and price cuts, which will be combined with a campaign to urge farmers 
to weed poor-quality cows from their herds, will bring the price of butter down 
to 59 cents a pound in some places and to “the low sixties in others.” He said 
some chain stores have indicated their intention to cut their price to these levels 
in order to boost sales. If that is insulating surplus from the commercial mar- 
kets and channeling it for use in constructive ways in accordance with President 
Eisenhower's promise; or if that is exploring noncommercial outlets and avoid 
ing in all manner possible the upsetting of the normal processes of business, then 
we in the dairy industry differ very definitely with the Secretary regarding 
proper and normal business procedure. It was my opinion that “loss-leader” 
sales definitely injure normal sales of product of similar quality. 

In the first place, the Secretary is singling out an industry which, within the 
limits of human error, has done and is doing an outstanding job of producing, 
processing, and serving to the Nation the products which are generally con- 
sidered its most basic food—milk and dairy products. 

As an industry, we have immense customer good will and friendship which 
we have earned by continuous attention to the precepts of quality, health, sanita- 
tion, and good service over the years. We enjoy the highest degree of respect 
from medical, health, and sanitation authorities here and abroad and both our 
dairy herds and our processing plants arouse the admiration of people from all 
over the world. Rain or shine, summer and winter, our routemen who deliver 
products to homes have proved themselves dependable friends of the family in 
innumerable emergencies, and as trustworthy as the products which they deliver. 
Anyone who doubts that American wives and mothers recognize and appreciate 
fine, loyal, and constant service, is a poor judge of American homes. 
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Secretary Benson’s repeated promotion of the idea of selling butter at cut 
ces and encouraging that it be cut as low as possible would, if accomplished, 

result in reducing the incomes of all those in the great dairy industry who must 
pend upon securing a reasonable profit from the production and marketing of 
tter because of butter’s relation to milk. 

But more serious by far could be the starting of a “cut-price” cycle affecting 

her staples and commodities which in turn could influence still others in the 

nner of a chain reaction. <A high public official’s ill-considered proposal might 
irt such a whirl. We wonder whether Mr. Benson can remember back to the 
eriod 1920 to 1932 when snowballing cut prices, combined with frenzy to get 
from under inventories—gathering and destroying more and more as it 
etched out to additional victims—cost the Nation billions of dollars, millions 
jobs and was almost unstoppable once it got rolling. Nuclear fission has 
thing much on runaway prices, once started. 

We feel that if butter is now in such bad distress, the Secretary by his Febru- 

15 announcement, as well as his failure to rotate and move surplus cur 
utly as it came into the hands of the Commodity Credit Corporation, is at 
t partially responsible. 
In view of the record as taken from his own Department’s report, we feel that 
he dairy industry may proudly assert that it has certainly been least guilty 
g commodities in taking advantage of the taxpayers’ funds tied up in the 
Commodity Credit Corporation. 
| beg the pardon of the gentlemen of this committee for having digressed to 
e extent from my original subject. We feel, however, that as working mem 
; of the dairy industry, it is time for us to stand up before our people and 
plain the facts so far as our industry is concerned and the record of its sur- 
ises with the Department of Agriculture’s Commodity Credit Corporation. 
Otherwise by our silence in the face of his repeated attentions and action 
cted to our industry—and our industry alone—we might stand convicted in 
opinion of the public, of some misdeed or breach of faith with the American 
lic, of which we are completely innocent. 

\ situation of good will and mutual confidence which we would go a long way 

protect, has developed over the years between the homes of America and their 
airy suppliers. 

We cannot believe that it is the desire of our President, through the actions or 
utterances of any of his official family, to see the dairy industry placed in a mis 
eading light before the public. 

Returning now to the program: 


Ill. RESEARCH TO DEVELOP A NEW ALL-DAIRY PRODUCT AS AN OUTLET FOR AN INCREASING 
MILK SUPPLY RESULT: VADALL, THE ALL-DAIRY SPREAD 


From the start, this research and development has been directed by Mr 
Roberts. This newest of dairy products is not yet on the market but, as fast as 
we franchise other dairies throughout the country in making it, it should be 
available. It is pure, nutritious, and particularly desirable for those on a low 
fat diet. VADALL has already been approved by the Pure Food and Drug 
Administration and has been checked by Internal Revenue as being neither 
butter nor cheese. It is not churned like butter, nor is it made like cheese with 
rennet. VADALL will keep well under refrigeration. It is enriched for ad 
ditional nutritive value with vitamins A and I) and the name VADALL derives 
from those vitamins and all the constituents of milk. In taste there is a wide 
variation of opinion as to what it resembles. Its flavor to some reminds them of 
sweet country butter. Others are reminded of cheese and the best-quality mar- 
garine. Still others compare it with whipped butter. 

The bakers of the country are considering VADALL most favorably as an 
interesting diet item in conjunction with their bread. It will appeal particn- 
larly to those who wish the nourishing and body building elements of milk with- 
out the higher fat content of butter. 

Since Mr. Roberts’ initial announcement of the product which was reported 
in Time and advertised in the Post, he has received a flood of letters expressing 
interest and encouragement from all over the world. 

We believe that VADALL, for use in those countries abroad where a spread 
for their bread is an important part of diet, would meet both the nutritional lack 
(protein requirement) and their economic situation far better than butter. 
Although butter is not normally used in our processing, we believe that as a 
means of facilitating disposal abroad of surplus butter and milk powder held by 
the Commodity Credit Corporation, processing of VADALL could be affected by 
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the use of this powder and butter—providing it was of good quality, in conjunction 
with small percentages of additional ingredient. 

If VADALL were to be used for this purpose abroad on a giveaway or reduced 
price basis, we have agreed to waive our rights under patent pending during 
the period of such surplus disposal, feeling that this unknown new product 
might not arouse as much objection from local dairies abroad as would be th 
case in the supplying of butter. Surely after the surplus disposal was ende: 
a continuing market for VADALL might be established which, as compared 
with butter would be more within the economic means of the people supplied 

Because of its great spreadability, VADALL will be sold in one-half pound 
cartons at a price of approximately 25 cents per package. 

We thank the committee for its consideration and hope that this stateme 
may be of some assistance. 


UNrTeD STATES DEPARTMENT OF AGRICULTURE, COMMODITY CREDIT CORPORATION 


Taste A.—Proportion of total crop placed under price support, crop years 1948—5 
and estimate 1953 and 1954, percentage of total production 


1953 esti- | 1954 est 


946 95 952 
1949 1951 195 mate mate 


PRICE SUPPORT PROGRAM 


Basic commodities 
Corn 
Cotton (upland 
Peanuts 
Rice 
Tobacco 
W heat 
Designated non basic commodi- 
ties 
Honey. . 
Milk and butterfat 
Mohair 
Potatoes 
Tung oil 
Weol 
Other nonbasic commodities 
Barley 
Beans, dry edible. 
Cotton, extra long staple 4. 
Cottonseed and products 
Cottonseed 
Cottonseed products 
Flaxseed 
Naval stores 
Rosin 
lurpentine 
Oats 
Olive oil. 
Peas, smooth, dry edible 
Pork 
Rye 
Seeds ‘ 
Sorghums, grain 
Soybeans 


> 


wb 





1 Less than Mo of 1 percent 

* No price support available. 

§ Price support was available but no operations required. 
4 Not available due to many varieties. 

5 Classified as basic beginning with 1953 crop. 


{From the Saturday Evening Post, January 2, 1954] 


Coming Soon—A Low Pricep Susstirure rok Burrer, Mave ENTIRELY FRoM 
DatRY PRODUCTS : VADALL 


(Patent applied for) 


Costs a family of four less than 68 cents a day. 
Contains four times as much calcium, protein and other food value as country- 
fresh milk. 
Fortified with vitamins A and D. 
Roberts Dairy Co. shall soon offer a spread for bread, the body of which con- 
sists entirely of dairy products. This new product can be sold at a price much 
lower than the price of butter. 
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Vitamin fortification, such as is found in other butter substitutes, and salt for 

voring shall be added. 

Although butterfat must of course be significantly reduced in such a product, 
the new spread shall be produced—with the addition of the other constituents of 
whole milk—in such a way as to taste much like butter. 


DISADVANTAGES VERSUS ADVANTAGES 


Its disadvantages are that it will not melt down as will butter because of its 
content of minerals, proteins, and other constituents of whole milk, so vital to 
health, ‘ 

And, although the price can be reduced drastically below that of butter, the 
price may not be reduced to that of vegetable fat. It simply costs more money 
to harvest a crop from the cow than to harvest a crop directly from the soil. 

On the other hand, because of concentration, the new product provides four 
times as much calcium and protein—as well as other food factors—as does 
whole milk. It contains six times as much butterfat. 

Besides providing nutritional superiority, it also spreads more easily, goes 
farther, and adds more flavor than do similar products. Moreover, it is less 
fattening. 

TO PROTECT QUALITY OF MILK SUPPLY 


In the future, much good cream must necessarily come from a springtime sur- 
plus of grade A milk. 

Not only does an animal product cost more to produce under any conditions 
than almost any vegetable product, but also if grade A requirements are to be 
maintained, a price to producers justifying such requirements must be 
maintained. 

We feel that the new spread should accomplish both a saving to the consumer 
and a protection to the producer, provided that the public shall find the product 
acceptable. 

WHAT ABOUT SUBSIDIES 


What is the relationship between this product and subsidies? 

In our opinion, whether or not subsidies are to be given should be determined 
by whether or not such subsidies are in the interest of the public at large—save 
in the case of actual want or suffering. 

Even under circumstances by which subsidies are found to be necessary in the 
public interest, they should at the same time be kept at a minimum—also in the 
public interest. 

If one segment of society is to be offered a maximum subsidy, how may a 
Government reasonably refuse to offer the same “protection” to every segment 
of society, thus eliminating entirely initiative and efficiency as factors governing 
economic return? 

FROZEN SOCIETY IS UNDESIRABLE 


The end result of such a policy must necessarily mean the freezing of our 
society with an hereditary aristocracy, peasantry, and so on. Such a route can 
lead nowhere else. 

The beginning of the end of the Roman empire consisted of failure to find any 
real solution whatsoever, other than subsidy, to the agricultural problems fol- 
lowing the Punic Wars. 

Americans have more automobiles, telephones, bathtubs, and every other 
representation of material well-being than does the entire population of the rest 
of the world. Our present condition could not have been attained had we not 
followed a system whereby means of productivity were encouraged to fall into 
the hands of those best able—as demonstrated by ,competition—to use them 
effectively. 

East Germany had no starving population before communistic controlled- 
economy eliminated hope of reward and individual initiative. 

For whatever it is worth, the new product to be offered shortly by Roberts 
Dairy Co. represents our attempt to help maintain a condition we Americans 
have come to consider as our birthright. By J. Gordon Roberts, Roberts Dairy 
Co., Omaha, Nebr. 


The CuHarmman. The committee will adjourn until 10 o’clock 
tomorrow morning. 

(Whereupon, at 12:35 p. m. the committee was adjourned, to recon- 
vene at 10 a. m., Friday, March 19, 1954.) 
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FRIDAY, MARCH 19, 1954 


Hovse or Representatives, 
CoMMITTEE ON AGRICULTURE, 
Washington, D.C. 

The committee met, pursuant to adjournment, at 10:05 a. m., in 
room 1310, House Office Building, Representative Clifford R. Hope 
(chairman), presiding. 

Present: Representatives Hope (chairman), Andresen, Harvery, 
Belcher, Golden, Williams, Cooley, Gathings, McMillan, Albert, P olk, 
Wheeler, and Jones. 

The CuHatrman. The committee will come to order. 

Our attendance is not very good right at this time, but I am sure 
other members will be coming-in very shortly. We have a long list of 
witnesses today, and must get started. Our first witness this morn- 
ing will be Mr. W. A. Wentworth. We will be very glad to hear from 
you at this time, Mr. Wentworth. 


STATEMENT OF W. A. WENTWORTH, BORDEN CO., ON BEHALF OF 
THE DAIRY INDUSTRY COMMITTEE 


Mr. Wentworru. My name is W. A. Wentworth. I am an execu- 
tive of the Borden Co. of New York. Iam appearing here on behalf 
of the Dairy Industry Committee with offices in Washington, D. C. 
This central committee is composed of official representatives of the 
seven national dairy associations whose members are engaged in the 
production, processing, manufacturing, and distribution ‘of milk and 
dairy products. These associations are: American Butter Institute, 
National Cheese Institute, National Creameries Assocaition, American 
Dry Milk Institute, Evaporated Milk Assocation, International Asso- 
ciation of Ice Manufacturers, Milk Industry Foundation. 

We are speaking for a major segment of all business organizations 
in the dairy industry, large and small, whose interest in the agricul- 
tural problem is as vital as the farmers who produce the milk and the 
consumers who consume the products of this industry. 

We are interested in the welfare of farmers who are the suppliers 
of our raw materials. It is essential that dairy farmers continue to 
produce milk of the high standards of purity to which the American 
public is accustomed. Milk and milk products are indispensable in 
the American standard of living. We are interested in maintaining 
full production, uninterrupted distribution, and increased cons ump- 
tion. 

Price supports present many special problems when applied to 
production of milk. These problems are due to conditions peculiar to 
the dairy industry. 

2953 
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(a) Milk is an important source of farmer’s current cash income. 
Milk is paid for at least monthly or at shorter intervals. 

(6) Milk production changes slowly. It takes about 3 years to 
been a new cow into production. 

(c) Many farmers have competing alternatives, such as the pro- 
duction of beef or pork. Others have few, if any alternatives. 

(d) The lower price of beef has a retarding influence on the culling 
of he rds. 

(e) Milk is highly perishable. Most dairy products are also per- 
ishable. 

(f) Consumption of milk and manufactured dairy products per 
capita was generally lower in 1953 than in 1952. This was true even 
though prices of dairy products were lower, consumers’ incomes were 
higher and the increased sales efforts by the industry all favored 
increased consumption per capita in 1953. 

(g) No controls on production seem feasible for milk and none are 
provided in the statute. 

(Ah) Production of milk is highly seasonal whereas consumption is 
fairly steady throughout the yea 

Although the long- term anak suggests increased requirements 
for milk, the short-term outlook is for continued surplus production. 
Inventories are in record quantities, large quantities of which are in 
the hands of the Government. <A disposition program is urgently 
required. 

Our experience indicates that continuation of the price levels of the 
past few years will aggravate the problem. Less rigid support prices 
are needed. Furthermore, failure by the Congress to recognize this 
need now may postpone for many years an effort to bring realistic 
pricing into this industry. We cannot say what price support in terms 
of a percentage of parity is needed to balance production and con- 
sumption in 1954 or any subsequent year. We recommend that need 
for price flexibility be recognized by this Congress in order that the 
recurrence of niielians such as those that confront us now may be 
minimized in the future. 

The housewife casts a ballot each day whenever she purchases food 
for her family. She determines what she will spend for that food. 
She has little interest in the fact that in 1953 for 1 hour of her hus- 
band’s labor she could buy 214 pounds of butter or over two pounds 
of cheese as compared with 1 pound in 1929. She hasn’t always ap- 
preciated the fact that she can buy no other food that compares in 
nutritional value with milk st 12 cents a pound, that is about 25 cents a 
quart, or cottage cheese at 25 cents a oe The housewife rebels at 
paying a price higher than she thinks she should pay. Her ballot 

cast at the local grocery store may decide the future of the dairy 
industry. The fact is that she is not buying enough milk and milk 
products now. 

We shall have to sell almost all of this year’s farm milk output to 
the citizens of our own country. In a free market, the price for 
milk would be the price they would pay. No miracles will happen 
suddenly to offset the unfavorable public attitudes engendered by 
overhanging Government support stocks and rigid price ‘levels. The 
best opportunity to recapture strong consumer acceptance and to build 
back consumption is through such pricing adjustments during the cur- 
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rent dairy crop year, as will result in disappearance by consumption 
rather than accumulating the output in storage ws arehouses. 

Pursuant to the statute, the Secretary of Agri iculture announced new 
dairy support levels for milk and butterfat on Februar y 15 for the year 
be ginning April 1, 1954. Even with the reduction of the support 
price to 75 percent of parity, the resulting reduction in price of dairy 
products may not be enough to recapture markets. The Secretary's 
action alone is not enough. 

It is the opinion of the Dairy Industry Committee that, even at the 
levels and prices anonunced by the Secretary production will exceed 
consumption, with a further accumulation of dairy products in the 
hands of the CCC. No support program can be long maintained in 
the face of continually mounting surpluses. 

Failure to take steps to dispose of existing surpluses causes great 
concern. The current inventories of products owned by CCC are 
much greater than any previously in existence. Another year of in- 
activity in this field may easily double this surplus. The reduction 
of price supports for milk to 75 percent of parity may retard the rate 
of inventory accumulations. We doubt that it will contribute to any 
inventory reduction under supply conditions as they exist in the first 
quarter of 1954. Limitations of storage space, perishability of these 
products, and the cost to the Government of continuation of these high 
inventories in storage urgently require a positive program of inventory 
liquidation. 

The urgency of this problem prompts a recommendation different 
from the established principles of the dairy industry. 

We now recommend immediate enactment of short-term legislation 
authorizing the Secretary of Agriculture to carry out disposal pro- 
grams which will not only liquidate the existing inventories but also 
dispose of the excess of inventory immediately in prospect. Suggested 
programs for butter, cheese, and nonfat dry milk solids, designed to 
be of minimum cost and disruption of the organized channels of trade 
in dairy products, will be presented by representatives of these 
branches of the dairy industry. Other disposal programs may be 
presented by others. Some of these may have features which are 
more desirable than those recommended by members of our committee. 
It is most important, under the unusual conditions which exist today, 
that the Secretary be enabled to use promptly the plan most ap- 
plicable under the present circumstances. 

The excess production of milk causing our surplus problem is a 
result of excess production in all areas of milk production, including 
the fluid milk market supply. From 1952 to 1953 milk production 
under the Federal milk marketing orders increased by more than twice 
the percentage that milk production increased as a whole. That is, 
in the 30 fluid milk market order areas which were reported in the 
— ation Milk Production on Farms and Statistics of Dairy Plant 

*roducts, the increase in those 30 marketing areas was 10% percent 
as compared with an increase of 5%» percent for the United States 
as a whole. A part of this was caused by increased production per 
farm—that is, in those areas the production per farm increased 8 
percent, while the balance was attributable to the attraction of new 
producers to the fluid milk markets. That increase in number of 
producers was 2%» percent. 
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Gentlemen, I would like just to call your attention to the fact that 
in those 30 fluid milk market order areas, 33 percent of the increased 
production was accounted for as surplus, whereas the milk sold to 
plants in those areas represented only 2314 percent of the total milk 
in the country sold to plants. 

In other words, 23 percent of the milk accounted for 33 percent of 
the increased soa tion. Solution of the problem will require cor- 
rection of fluid milk pricing practices as well as adjustment of prices 
on manufactured dairy products. Under the circumstances, the Dairy 
Industry Committee supports the principle of incorporating in Feder: ul 
milk marketing orders provisions for automatic, realistic, and timely 
adjustment of fluid milk prices under such orders. Correction of this 
problem in Federal order areas can and should be brought about 
through proper administration of the Marketing Agreement Act. 

Any discussion of dairy price supports would ‘be ine omplete without 
mention of the necessity for the control of imports. At the present 
time, we have a degree of protection through the order issued by the 
President last year under section 22 of the Agricultural Adjustment 
Act. In order to remove this question from the realm of unc ertainty, 
we renew our recommendation, presented to various congressional 
committees last year, that section 22 be amended to provide that, so 
long as prices of an agricultural commodity are being supported, im- 
ports of such commodity and products thereof be limited to an average 
of such imports for the previous 5 years. 

In the immediate situation, the dairy problem is one of orderly 
transition from unworkable rigidities to more flexibility and to greater 
dependence upon the ingenuity of people in the industry. During 
this transition period, some extraordinary short-term governmental 
program must be developed, under new law, if necessary, for the dis- 
position of the vast surplus of milk products which overhangs the 
market. This program must be adequate and effective to the end 
that consumption is increased sufficiently to use current production 
and provide for orderly liquidation of the large stocks presently held 
by the Government. 

Thank you, gentlemen. 

Mr. Anpresen. Mr. Wentworth, the groups that you speak for are 
largely, with the exception of one, are the industry that processes and 
distributes dairy products ? 

Mr. Wentwortu. They all, Mr. Andresen, are members of the dif- 
ferent organizations as processors or distributors of dairy products. 
The cooperatives which belong to some of the organizations are en- 
gaged in the processing and distribution of dairy products. So all 
of them are eng: iged in that phase of the dairy industry. 

Mr. ANpRESEN. Does your group approve the recent reduction in 
the support price on dairy products made by Secretary Benson from 
90 to 75 percent without any qualification ? 

Mr. Wentworru. Not without any qualification. We have stated 
in this testimony here that we believe flexibility is needed. We be- 
lieve that reduction to 75 percent may help in the consumption of the 
product. Does that answer your question! I think we recognize the 
feeling that exists on the part of many that the farmers will need 
a higher rate than that. People in your country do. People in New 
York State do. Farmers are maintaining that. 
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Mr. Anpresen. New York, of course, is one of the largest dairy 
States in the Union. 

Mr. Wentwortn. That is right. New York City, though, where 
I live,is not. We have to have it to eat. 

Mr. AnpreseN. Do the producers of dairy products, of milk, in 
the State of New York play any more of a factor in the economy of 
people living in the cities and villages, in business and in manufac 
turing plants ¢ 

Mr. Wentwortrn. Decidedly so. 

Mr. Anpresrn. How important is the dairy industry in the State 
f New York or any other State to maintaining a stable economy for 
business and labor? 

Mr. Wentwortu. I do not recall what the farm income in New 
York State is, but for the country last year I think it was estimated 
at $4 billion. It is very important. 

Mr. Anpresen. If the price level for the producers goes down, will 
that have any effect at all on business in the various communities in 
the area in which vour organization is located ¢ 

Mr. Wentwortn. Yes, sir. 

Mr. Anpresen. I know that you people do not want any recession 
or depression of any kind, and I therefore assume that you are inter 
ested in maintaining the type of an economy that will ‘keep business 
and labor going. 

Mr. Wentworrn. Indeed. But we are also concerned with the 
question of getting consumption of the produce and trying to work 
it out on a basis so that the accumulations will not be such that there 
will be consumer rebellion against the program and perhaps Congress 
or somebody else would have to discontinue it—such as has happened 
with potatoes, which is the outstanding example. We hate to refer 
to that one, but that is an illustration. 

Mr. Anpresen. You know the principal reason why we are in the 
difficulty that we are today is because a synthetic product which is 
made as an imitator has taken over more than one-half of the market 
in this country. Is that not correct? 

Mr. Wentwortn. About one-half, it has; yes, sir. 

Mr. Anpresen. We never had any trouble before the war started 
and we began shipping butter to Russia and to other countries and 
letting the American people eat the synthetic product. 

Mr. Wentworrn. That is correct. 

Mr. Anpresen. While I am not a doctor or an economist, I can see 
that. We have got to diagnose the difficulty and find out what really 
caused it. 

Mr. Wueerer. Will the gentleman yield at this point? 

Mr. AnpreseN. Just let me proceed for a couple of minutes. I do 
not want an argument from my Southern friend. But what has hap- 
pened has happened. But why the blame should be put upon the 
dairy producers and the dairy industry of the country, what was 
done by law back in 1950, is beyond my comprehension. Until we 
can get it straightened out, I feel that the Government should play 
its part in trying to adjust conditions properly without causing a lot 
of bankruptcy in this country, both in the industry and amongst the 
farmers. That will happen. I notice you mentioned the marketing 
areas, Where the production of milk had increased more so than out- 
side of the areas. Is that correct ? 
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Mr. Wentwortnu. Yes, sit 

Mr. Anpresen. Why has it increased? It is because we have had 
marketing orders where the Secretary of Agriculture fixed the price 
largely agreed on by the producers and the distributors in the area. 

Mr. Wentwortnu. Might I correct that? The handlers, the dealers, 
are privileged to appear at hearings. But the Secretary determines 
the prices which will be paid, not by agreement but upon the basis of 
testimony presented at the hearings. 

Mr. ANpRESEN. What is the price of grade A milk in the New York 
milkshed ¢ 

Mr. Wentwortrn. Do you mean the retail price? 

Mr. Anpresen. I mean the price the producer receives. 

Mr. Wentworrn. I do not have the current figures, but I might cite 
you the December figures, which appear in the Dairy Situation. This 
is the class 1 price, which is the cost to the handler and this is deliv- 
ered to New York City—14 cents. 

Mr. ANprRESEN. How much a hundred? 

Mr. Wentworth. That would be 

Mr. Anpresen. That would be close to $5 a hundred, would it not? 

Mr. Wentwortn. It would be more than that. You would divide 
14 by 2i4. 

Mr. Anpresen. I am not a mathematician. 

Mr. WentrwortH. That is my trouble right now. I can do it here 
if you would like to have me do it. 

Mr. AnprEsEN. You can put it in when you correct your manu- 
script. It was over $5 a hundred. I just want to point out that, 
outside the area, where milk production was the main industry, the 
price was around $3.25 a hundred. It is not strange that there would 
be an inc rease in the production of milk in the areas where the price 
is over $5 a hundred. 

Mr. Ww ENTWoRTH. That is right. I did a little calculating. It is 
$6.60 a hundred. 

Mr. Anpresen. In the other area the price was round about half 
of that amount. 

Mr. Wentworrnu. It varied tremendously, of course, over the coun- 
try. You are comparing it perhaps with the price in Minnesota and 
Wisconsin. 

Mr. Anpresen. I have a right to do that, you know. 

Mr. Wentworrn. There were prices that were higher than this in 
such markets as in Texas and Florida and so forth. 

Mr. Anpresen. There are a lot of other questions I would like to 
ask you, but I have to go to another committee. 

Mr. Wentrworru. Before you leave, Mr. Andresen, I am sure you 
will understand we are talking here about the class 1 price. The 
blend price of the average price, the pool price, or whatever it may 
be called, which is what the farmer receives in New York, is the price 
that should be compared with my references to Minnesota or 
Wisconsin. F 

Mr. Anpresen. For the time being I surrender, but I will be 
back. 

The Cuatrman. Mr. Hill has some questions. 

Mr. Huu. I would like to ask a question or two on your statement, 
Mr. Wentworth. On the bottom of page 2, you say “An effort to 
bring realistic pricing into the industry.” What do you mean? I 
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would like to see something like that in every industry. What do 
youmean!’ The dairy industr y is different from the beet grower and 
the cattle feeder? I would like to see it in the cattle feeding business. 
especially for feed. What do you mean? 

Mr. Wentworth. Realistic pricing is one which maintains a reason- 
ably good balance between consumption and production, or produe- 
tion ¢ and consumption—whichever way you may wish to express it. 

Mr. Hix. Do you mean a farmer should produce milk as cheaply 
as he can and the housewife get it just as cheap as she can and the 
folks in between make a lot of money? Is that what you mean? 

Mr. Wenrworrn. I think generally speaking that might be true, 
with this qualification, that that is not the philosophy at the present 
time, 

Mr. Hitz. In a realistic price, though, you mean that everybody 
should have some justice all along the line, do you now? 

Mr. WentwortH. Absolutely. 

Mr. Huu. You said something else in here that I do not understand. 
Most housewives do not buy their milk at the grocery. do they / 

Mr. Wentwortn. At the grocery store ¢ 

Mr. Huw. Yes. 

Mr. WentwortnH. A very large percentage of them do. It. is prob- 
able in such cities as New York that as much as two-thirds or three- 
fourths of the milk is sold through grocery stores. Similarly, in 
Chicago. 

Mr. Hitt. Is it here? 

Mr. Wentrwortnu. In Washington? I believe about 25 percent. 

The CHarman. Will you yie Id right there ? 

Mr. Hut. Yes, I would like to know definitely. 

The CHamMan. On that point, can a housewife buy milk any 
cheaper at a grocery store by going there and picking it up herself 
than she can by having it delivered to her door / 

Mr. Wenrwortn. In most all markets that is true. 

The CHatrmMan. There are some, are there not, where that is not 
the case? 

Mr. Wenrwortrn. There are some where that is not true, that is 
right. 

Mr. Hitx. It is just the opposite here, is it not? Let us get this set- 
tled now. Do you know what you pay for milk, Mr. Gathings ? 

Mr. Gaturnes. About 3. cents a quart cheaper when bought at 
the grocery store. I go to the grocery store nearly every day. We 
have milk delivered, but when we run out in the middle of the week, 
| buy it at the grocery store. It is about 3 cents a quart cheaper. 

Mr. Hix. At the grocery store than it is delivered. What is the 
quality of the milk, the same? 

Mr. Gatuines. The same quality ; yes. 

Mr. Huw. Then the next question: Am I to believe on your realistic 
pricing system that it ought to cost as much to deliver the milk, dis- 
tribute the milk, as it does to produce it ? 

Mr. Wentworru. If there are areas where the costs are th: at, that 
is probably true. But in most areas that is not correct. For ex- 
ample, right here in Washington, for the year 1953, 65 percent of the 
retail price was returned to the farmer—that i is, the milk which went 
into the bottle was 14%, cents. The selling price was 2234 cents. So 
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the cost of that milk laid down in the plant here was 65 percent of the 
selling price. 

Mr. Huw. I do not think that will maintain all over the country. 
Washington might not be a good spot, because you will find a lot 
of the dairies have their own farms here and control them. But every 
figure I have seen is that it costs as much money to get the milk to 
the housewife’s door as it does for the farmer to produce it. In othe 
words, he comes nearer getting 50 percent than he does any 65 percent. 
Is that wrong? 

Mr. Wentwortn. In New York for 1953 it was 52 percent. For 
Philadelphia, in 1953, it was 53 percent—that is, there are several 
here [referring to data]. I had to calculate them and I have not cal 
culated them all. But a study made in 1952 indicated as an average 
over the country that 52 percent of the selling price was represented 
by the cost of milk. 

There are two angles to that, I think you recognize, Mr. Hill. One is 
that the farmer pays the cost to get it to the ¢ ity. Then also the cost 
to the distributor, or the handler, is the class 1 price, and what the 
farmer gets is the blended or average price which takes into account 
lower prices on the milk used in other categories. The greater that 
amount in excess of class 1 sales at lower prices, the wider the spread 
between the class 1 price and the bland price. 

Mr. Hiww. The thing that bothers me: What is the producer spread ? 
What should I—I am talking about me now as a consumer—pay for a 
quart of milk? Then on that basis, what should the farmer get for 
producing it? What isa fair level? Iam asking you. What isa fair 
basis of division ? 

Mr. Wentwortu. Of division? 

Mr. Hit. Yes. Ought it to be 65 percent to the farmer? Sixty 
three percent ? 

Mr. Wentwortu. It could not be that in all markets. 

Mr. Hitn. Oughtit to be? What will the experience and informa- 
tion prove? That is all I am asking. 

Mr. Wentworth. I do not believe there is an answer to that, Con- 
gressman. I mentioned a moment ago that in 1952, studies that repre 
sented a very broad coverage of the country indicated 52 percent. | 
presume that if you want to take a shot at something, that we would 
say that about 50 percent or a little more at the present time, because 
costs of handling the milk have increased substantially. 

Mr. Hixxz. We will not pursue that any further, but that is an im- 
portant question. 

The CHarrman. What is the trend at this time? Is the distributor's 
margin going up or down ¢ 

Mr. Wentwortu. Going up. That is, they have gone up in the last 
2 or 3 years. 

The Cuatrman. The farmer’s prices has been going in the opposite 
direction. 

Mr. Wentworth. The Marketing and Transportation Situation, 
which is issued by the Department of Agriculture, probably gives the 
best figures we have on this matter—I would say the only figures we 
have on this matter. In the past year dairy products to the farmer— 
that is, in the Market Basket, which they publish, the retail costs 
reduced 2 percent and the net farm value reduced 10 percent. That 
is all dairy products, 
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For fluid milk, the consumer price reduced 2 percent and the farm 
price reduced 9 percent. That is the third quarter of each of those 
years. However, this same publication states on page 18 that gross 
margins of flued milk distributors per quart, regular and homogenized 
milk, appear to have increased at about the same rate as their operating 
costs during the 4 years 1950 to 1953. 

Estimated gross margins in 25 major cities increased about 18 per- 
cent, while estimated operating costs rose 16 to 20 percent. They go 
on and make similar comparisons for butter, processed cheese, and 
evaporated milk, and the statement in each instance is made that the 
margin increased practically the same amount that the cost increased. 

The Cuatrman. Of course the distributor is able to pass his in- 
creased cost on and does, but if the farmer has increased costs he can- 
not pass them on. That is the situation, is it not? 

Mr. Wentwortn. If you want to get into a discussion of efficiency, 
the farmer is producing more milk. If any distributor or handler of 
milk attempts to handle any more than he can market, he is sunk with 
his costs just the same as the farmer is today who is producing more 
than there is a ready market for at existing prices. 

The Cuatrman. When you say that you do have to do some realistic 
pricing, you are not speaking about reducing the distributor’s mar 
gins any. You are speaking about reducing the price that the farmer 
gets, are you not? 

Mr. Wentworth. I would say in any realistic pricing, the milk dis- 
tributor would sell his milk at the narrowest margin that he could sell 
t. He wants to sell just as much milk as possible. He wants to be 

ust as efficient in his operation as possible. You raise the question of 

the distinction between the two, and there is a difference—that is, that 
the farmer cannot always raise his prices to meet his costs when there is 
excess production. A milk dealer is in that same circumstance when 
he has more milk to handle than he can readily dispose of it. 

The Cuatrrman. What you are saying, though, is that anything that 
s done in the way of expanding the consumption of milk by reason of 
lower cost to the consumer is going to have to be done by the producer. 
[t isnot being done by the distributors and processors. 

Mr. Wenrworrn. I did not say that, Mr. Hope. 

The Cuamman. That is my interpretation of what you said. What 
is your interpretation of it ? 

Mr. Wentwortnu. My interpretation, as I said a moment ago, is that 
any milk dealer or any cheese manufacturer or butter manufacturer is 
interested in expanding consumption and sales just as much as the 
farmer, and that he does everything that he possibly can and is forced 
by competition to keep his margins within reasonable limits. 

The Cuamman. What competition is there in a milkshed like the 
Washington ay ¢ 

Mr. Wenrworrn. I do not know how many companies there are 
here, but they certainly compete. 

The Cuairman. They are all selling at the same price, are they not? 

Mr. Wentwortn. Their costs are so near alike that that is inese apa- 
ble in any milk market. That is, Washington does not have a Federal 
milk market order, nor does it have State control—although as I un- 
derstand it, it is affected by Virginia. Their cost of milk is the class 
| price which is uniform to everyone. I do not know the Washington 
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situation. We do not do business here, but I imagine that like in many 
viher markets the wage scales are the same because of union contracts. 

There is not enough difference in what the other costs are to have 
any effect on the selling price. 1 might add that, generally speaking, 
the cost of the class 1 price plus the wages is about 80 percent of the 
total cost of a quart of milk. Then they ‘buy bottles, they buy gasoline 
to distribute, they buy fuel to operate their plants and so on and so 
forth. 

Those costs are so near the same that the price is the same. 

The CnHatrMman. What are the distributors doing to reduce the 
costs of distribution in order to get a broader market than they have 
at the present time? 

Mr. Wenrwortnu. The outstanding illustration and the one that is 
perhaps most effective has been the shift from every day delivery to 
every other day delivery and in some instances to three times a week. 
That has saved tremendously in the cost of milk. I have seen it esti- 
mated that had it not been for that, the price today would be from a 
cent and a half to two cents more than what it is at the present time, 
taking into consideration the increased wages. 

Then I am sure that through the efficiencies in plant operation, with 
readjustment in the routes distributing the milk, and many other 
factors, their margins are being narrowed to the greatest possible 
extent. That is because of their efficiency in operation. 

The Cuarrman. You say that is what you have done, and still the 
cost to the consumer is higher than it ever has been in most areas. 
Do you have any further plans in mind with respect to reducing the 
cost of distribution? 

Mr. Wen ne I do not think I could say that there was any 
organized plan, but every individual in the business is compelled to 
use every possible means of getting his margin down. There may be 
some organized methods that are being studied, with which I am not 
familiar. If there are, they are probably in local areas where it is a 
uniform or nearly uniform competitive manner. 

Mr. Cootry. Will the chairman yield for a moment, please? 

The Cuamman. Mr. Hill has the floor. 

Mr. Cootry. I just wanted to ask one or two questions. 

The Cuarrman. If it is agreeable with Mr. Hill. 

Mr. Hitt. All right. 

Mr. Cooter. I want to ask one question in connection with what Mr. 
Hope said about the reduction of milk at the farm level. You indi- 
cated that even though consumers’ costs went down 2 percent, the 
farmers’ income went down 9 percent. 

Mr. Wenrwortnu. The price went down 10 percent; yes, sir. 

Mr. Cooter. At the bottom of page 3 of your st: itement, and the top 
of page 4, you indicate that even if you dropped the price to 75 per- 
cent of parity, it might not be sufficient to recapture the market. So 
what are you going to do with the farmer? Bring him down to 40 
or 50 percent of parity ? 

Mr. Wentworru. No, sir. We suggest in this testimony and indi- 
cate that witnesses following will suggest specific programs for butter, 
oer and dry milk. We feel that it is necessary that some sort of 

. program be authorized for the Secretary of Agriculture to carry 
out, in which the prices to the farmers could be maintained at what- 
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ever level is needed, but some adjustment downward be made in the 
prices of these products so that they will be consumed. 

Mr. Cootey. You are certainly advocating lowering the price to 
the farmer, if you drop the price to 75 percent of parity, are you not! 

Mr. Wentwortu. No, sir; not lower it. We are recognizing in this 
statement that the Secretary has announced it at 75 percent. 

Mr. Cootey. You are in favor of that? 

Mr. WentwortH. We favor some sort of a system under which 
consumption will use up some of these products; yes, sir. But not 
necessarily 75 percent. 

Mr. Cootry. Something lower than that? 

Mr. Wentworrn. Not for the farmer. 

Mr. Coo.ey. That is what we are talking about. 

Mr. WentworrH. We are unable to see how this can be carried 
without some sort of an operation that will permit the farmer to 
receive a price that is relatively higher than what the consumer pays 
in order to consume the product. 

The Cuarrman. I want to be sure, now, that I do understand your 
statement correctly. You say that you do noc know of any efforts that 
are being made now to reduce the cost of distribution. I interpret that 
to mean that you do not expect the cost of distribution to decline in 
the immediate future, anyway. 

Mr. Wentworrn. I think you misunderstood me, Mr. Hope. I did 
not intend to convey the idea that nothing was being done. I said I 
knew of no organized plan. However, every individual distribution, 
just the same as every individual farmer, is confronted with the prob- 
lem of trying to make ends meet. The pressures of competition are 
furthering all the time efficiencies and reduction in the margins. But 
it gets into such fractional portions of a cent, that it is hard to measure 
because of the fact that labor is such an important item. You cannot 
get that down, and I question if you people want to try to put it down. 

The CHarrMAN. What I want to know—maybe I do not ask these 
quest ions correct ly is whether you do expect the cost of distribution 
to go down, say in the next 6 months? 

Mr. Wenrworrnu. I do not think it can be possible to do so in any 
substantial way. Would you recommend that wages be reduced in 
the next 6 months in order to accomplish such a matter as that? That 
is the biggest item of cost. 

The CuarrMan. I am not trying to establish any point or make a 
recommendation of any kind. I am just trying to get the facts here. 
[ want to know what the situation is. 

Mr. Wentwortu. That is the situation. 

The CHarrMan. You say you can not reduce the cost of distribution, 
as you see it, in the next 6 months. You indicate that you think the 
prices are going to have to be lower in order to get the amount of 
consumption that you think is desirable. So that means, I take it, 
that if there is any reduction, it will have to be made by the producer, 

Mr. Wentworru. In the suggestions that are being made by later 
witnesses who are more experienced in those fields, there is no reference 
to a proposal for any adjustments in the fluid milk prices, or any 
subsidy or whatever you may wish to call it, purchase and sell-back 
arrangement. The feeling seems to exist that milk consumption will 

88490—54—pt. 19 6 
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maintain and probably increase some, and it would not be necessary to 
do something in that connection. 

Furthermore, the consumption of milk is fairly rigid or inelastic 
and price changes do not substantially affect the volume of consump- 
tion. There has been over the years a gradual buildup. We had the 
highest consumption of milk in 1945, I think, when Federal production 
payments were being paid to the farmer and the consumer was not 
paying the full price. Milk was not rationed. Other products were 
rationed. The consumer could buy any and all he wanted. 

At that time, if I recall correctly, the consumption was around 350 
pounds of milk and cream. It is not less than that. But cream con- 
sumption has gone down rather substantially. The average for 1947 
to 1949—this does not give 1945 when it was the highest—is 359 pounds 
per capita, fluid milk and cream. In 1953 it was 352. It was higher 
than the 359 in 1945, which was the high year, when the consumer was 
not paying the full cost of milk and milk was not rationed and cheese 
and meat, you recall, were rationed. ‘So they used more milk to get 
the proteins, and so forth, in the daily diet. 

The CHairnman. As of now, then, the consumption of fluid milk 
per capita is declining according to the figures you just gave. 

Mr. Wentworrn. It has been the same for the last 3 years. It has 
declined some since 1947. When you put fluid milk and cream to- 
gether as this report does, the consumption of cream has gone down 
substantially. To try to interpret this, I would say the per capita 
consumption of milk is up, to counterbalance for the decreases in 
cream consumption. We have not been able to get figures on that. 

The Cuarmman. The fact still remains that if we are to increase 
our consumption of these products on the basis of a lower price, that 
that lower price will all have to be in the amount the farmer receives 
for his product. 

Mr. Wentrworrtn. Are you speaking of fluid milk now ? 

The Cratrman. Let us divide it and say fluid milk and say the 
byproducts. 

Mr. Wenrworrn. On fluid milk, there should be no question but 
what every effort should be made to increase the consumption of milk. 
As you may know, the American Dairy Association, the National 
Dairy Council, and many other organizations are working in that 
field, as well as the individuals who were engaged in the business on 
the other products. As I have said 2 or 3 times, there will be suggested 
to you means of, for example, “purchase and sell-back” or some other 
method that may be developed which will aid in the consumption of 
those products which are more elastic in their consumption. 

The Cuarrman. But that is going to be after the farmer has already 
taken a 15 percent cut due to this recent order of the Secretary. Then 
we are going to have some other cuts in this program that will be at 
the expense of the taxpayer. So whatever cuts are going to be made 
are going to be made either at the expense of the producer or the tax- 
payer and not at the expense of those who are engaged in the manu 
facture and distribution. Is that correct? 

Mr. Wentwortn. I would not say that. They are taxpayers. They 
are not in a position to do anything but buy milk and sell it, or sell 
other dairy products on a competitive basis. I should hope that they 
would be able to operate on a basis that would maintain a profit for 
them, would you not ? 





LONG RANGE FARM PROGRAM 2965 


The Cuarrman. You do not expect the industry to take any part of 
this cut, do you? 

Mr. Wentworth. Which cut? 

The Cuarrman. The cut you are talking about in the price that the 
public is going to pay for butter and cheese and other products. 

Mr. Wentwortu. We are suggesting that that be brought about 
thr ough a purchase and resale. 

The Ciaran. I thought that was what you were suggesting. 

Mr. Wentwortu. There is no way for a witness to sit here and say 
that the cheese industry or the fluid milk industry is going to reduce 
their margins and put themselves in a loss condition throughout the 
year. Lecannotsaythat. Ido not think that you would expect me to. 

The CuatrmMan. I would be surprised, at least. 

Mr. Hix. Mr. Chairman, [ havea meeting at 11. 

The Cuarrman. Lamsorry. You go ahead. 

Mr. Hitz. I would like for you to go ahead. This is the only ques 
tion I would like to ask. I do not believe for one minute the farmer 
should be cut down 9 percent and the housewife get no reduction at 
ill. I do not know who is to blame, but [ am telling you frankly you 
are going to put the whole dairy business where we feeders went 
when the price of cattle went down. It is going to break the whole 
dairy industry. But 1 would like to ask this: I cannot reconcile your 
statement. You said you were in favor of cutting it down to 75 
percent. I have no stand on that. Then you come right down to 
the middle of page 4 and you say this very thing. Here is what you 
said—and with that I am going to go: “We doubt that it will con 
tribute’—talking about that 75 percent parity—“to any inventory 
reduction.” 

That is something. You say “Let us go down to 75 percent,” and 
you say “When you get down to it, you are right where you started.” 

Mr. Wentwortnu. The estimates of the Depa irtment of Agriculture, 
as well as people in the industry, is that there is going to be in- 
creased milk production throughout 1954, and consequently we are 
confronted not only with what the inventory is now, and will be 
on April 1, but an increase in milk production during 1954. 

Mr. Hux. Then what is the use of trying to remedy it? It will do no 
good. That is the question I asked. 

Mr. Wenrwortu. We believe arrangements should be made so 
it can be put into consumption, rather than to put into warehouse: 

The CuatrmMan. Let me ask you a question along another line, Mr. 
Wentworth. I take it from your statement that you are anticipating 
that these plans which you mentioned for the disposal of some of the 
surplus commodities, as well as current production, will oes a 
sale in one way or another of butter and cheese at a lower price th: 
the present retail price. 

I have heard a lot of figures, as to the cost of what that might 
be, but it will be considerably below the current market price of butter 
or cheese. Everybody says that a price considerably below will move 
the amount of product that we now have on hand. Assuming that 
we get that price that will move it, are you running into any problem 
in the future if, after the moving of the surplus, you abandon this 
plan that is going to be put into effect and let butter go back to what 
ever level it might be with 75 percent price support ? 
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In other words, what is the reaction of the consumer market going to 
be to the price of butter or other dairy product after this ‘bargain 
period is ended and we have to go back to a price that reflects the 
(5 percent parity support price ¢ 

Mr. Wenrworrn. Congressman Hope, economists—and I am not 
one—talk about cow cycles. We are now apparently at a high point 
in the cow cycle at this time. The number of cows will probably be- 
gin to reduce. Milk production will probably not be as heavy a year 
from now. 

So then here we are with this tremendous supply situation. If any 
method is put into effect which will assist in getting a consumer price 
that will increase consumption while at the same time maintain or 
provide for the farmer whatever percentage of parity the Congress 
or the Secretary of Agriculture may determine, as the production 
begins to get nearer to consumption and as the inventories of dairy 
products either owned by the Government or by the trade begin to 
reduce so the balance comes there, any Secretary could adjust that 
thing gradually so that probably at the end the consumer would not 
know it had ceased to exist. 

The Cuatrman. That is a slight of hand thing that the consumers 
are probably going to watch pretty closely if it is done that way. I 
am not opposed to what you are talking about here. I am in favor of 
it. I think we have got to find out what price will move it and use that 
price. But I am concerned about the situation we may get into after 
that, particularly in view of the statement you make in ‘the course of 
your remarks here that the housewife is not going to buy if she thinks 
the price is too high. I have had a good many housewives write to 
me and say “We would buy butter if we could get it for what we used 
to get it for.” 

I do not know what they mean by that, but I think they probably 
mean if they could buy it for what they got it for when we had price 
ceilings during the war. 

Mr. Wenrworrn. When there were price ceilings, though, they 
could not buy it. There were at that time under-the-counter 
transactions. 

The Cuarrman. I think that is what they are using as a yardstick 
of price, though. Some date in the past when the market was 
either subsidized or we had price ceilings. They say “We want to get 
it at what we used to get it for, and if we do, we will buy it.’ 

Are they not probably going to say the same thing after this price 
goes up to where it would reflect 75 percent of parity, and after this 
campaign is over with, are you not going to meet the same sales resist- 
ance than that you say we are meeting now? 

I am just asking your sane on that, because I think it is some- 
thing that you and everybody else must be thinking something about. 

Mr. Wenrwortn. There is danger in any transition from a subsi- 
dized situation to a normal one. The butter industry, the cheese in- 
dustry, experienced that in 1946 when the subsidies—we will call it 
that for want of a better term—were discontinued. Buter prices had 
to go up 20 cents or thereabouts per pound. Cheese went up, I sup- 
pose, half that much. Milk prices had to be raised to absorb that. 
Wise operation of any kind of a purchase and sellback program ought 
to take into account that experience and try to operate it if the pres- 
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sures will permit them to do it—I will have to say that—to ease out 
of the situation as easily as possible. 

We are only suggesting such a program as this because there is this 
large production of milk which is used in all kinds of dairy products, 
because the Government now holds tremendous quantities of manu- 
factured dairy products, and if something is not done with the in- 
creasing production coming along, we are fearful that the consumers 
will rebel worse than they ‘have and you fellows may find it difficult 
to maintain a support progr am for the farmers of the country. 

Beginning in 1949 the Government had to start buying dairy prod- 
ucts to support the price. I have heard Secretary Benson say, and 
vou have heard him say, that we got out of that one by war. We have 
built a up a tremendously large supply. 

The CuarrkMan. I am not arguing here at all about the desirability 
of getting rid of these inventories. I think we have to do it. 

Mr. WentrwortH. You are talking about the end of it, and so am I. 

The CuarrmMan. I am just wondering what we may be confronted 
with at the end of it. I think that is something that you and every- 
body else in the dairy industry, all you folks who know the business 
and are pretty smart, ought to be thinking about. 

Mr. Wentwortn. We have had several conferences with the people 
in the Department of Agriculture, and there will presumably be 
several more. Certainly we would want any kind of a program to—I 
used the words a bit ago, “ease out,”—certainly not an abrupt change, 
work it out so that it goes out in a smooth manner and is not dis- 
turbing the consumers—or any more than is necessary, at least—to 
the farmers, or the people on our side of the business. 

The CHarrMan. Are there any other questions on the part of the 
members of the committee ? 

Mr. Witt1aMs. I would like to ask some questions. 

The CHairrman. Mr. Harvey 

Mr. Harvey. Mr. Wentworth, first of all I would like to have you 
comment if you will, because we have been discussing here the recent 
increase in milk production, on page 5 of your statement it states 
that a part of this was brought about by increased production on the 
farm while the balance is attributable to the attraction of new pro- 
ducers in the fluid milk market. Do you think this was caused by 
a favorable price for milk? 

Mr. Wentworth. The price in those areas where an increased num- 
ber of producers moved in under the Federal milk marketing order 
was attractive. It was a better price, of course, than what they were 
getting in the normal market. 

Mr. Harvey. Why were the milksheds enlarged ? 

Mr. Wentworrn. If there is any way to restrict those that does not 
violate some other principles of the United States—that is, here is a 
farmer living on this side of the road and he has a market in Wash- 
ington or Chicago. Here is one living across the road from him. I 
think you would agree that it would “be contrary to all good moral 
principles if not other principles to say to the farmer on one side of 
the road “You can be in the market,” and to the other one say “You 
can’t be.’ 

Mr. Harvey. Certainly, Mr. Wentworth—— 

Mr. Wentwortu. So he moves in. 

Mr. Harvey. I am not going to argue that at all. 
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Mr. Wentwortu. Did you not ask me the question as to why they 
might not be restricted ? 

Mr. Harvey. We have had a very substantial increase in 1953 ove) 
prior years, in so far as it is reflected in additional Government pw 
chases. The thing I am honestly asking, because I want informatio: 
as to why we had such a great upsurge in 1953 as compared with prior 
years. 

Mr. Wenrwortn. In production? 

Mr. Harvey. Yes. Well, the upsurge in production has been re 
flected in increased supplies that have had to be bought by Com 
modity Credit. 

Mr. Wrentworrn. Increased number of cows, higher production per 
cow, and a more favorable milk-feed ratio price, as well as lower beef 
prices, and very favorable weather. 

Mr. Harvey. This continues to puzzle me because we all know that 
people do not get in and out of the dairy industry quickly. It is a 
long-time proposition, and I am still wondering what your explana 
tion is of why such a tremendous increase in just 1 year. 

Mr. Wentworth. It has been increasing over the past 3 or 4 years 

Mr. Harvey. Yes, it has. But we got a tremendous upsurge— 

Mr. Wentwortu. We are probably right up at the peak of what they 
call the cow cycle, when the numbers of cows are at a high point. It 
undulates in this manner, and the cows will probably be decreasing ii 
number. 

Mr. Harvey. I understand that. But when you think of how grad 
ual these changes come about, it still does not account in my thinking 
for the tremendous upsurge that we had in just 1 year. 

Mr. Wentwortn. Here is the production of milk for the United 
States as a whole as reported in Milk Production on Farms. The 
highest point prior to this last year, was 1945, when it was in round 
figures 120 billion. It was 119.8 million. 

Then it began going down. It went down to 117 billion, 116 billion, 
112 billion. That 112 billion was in 1948. Then it started to in 
crease, except for 1 year. It went from 112 billion to 116—that was 
1949. In 1950 it was 116.6 billion—half a billion higher. Then it 
dropped back to 114.8 billion. Then in 1952 it was 115 billion and in 
1953 it was 121 billion. 

Perhaps what accentuated this is the fact that there were a whale of 
a lot of beef cattle in the country and the prices of beef cattle began to 
go down and the dairy farmer did not sell his cull cows. He kept 
them in production, like he had been doing, say back in 1948, 1947, 
1949, when the price of beef cattle was higher and he got a better price 
at less for animals that he culled off of the farm. 

So it is biology, it is economics, I guess, it is market prices and 
everything else that has contributed to this. 

Mr. Harvey. Our present production is not too much higher than 
that it was in 1945, is it? It 1s about 2 billion, or maybe more. 

Mr. Wenrworrn. In 1953 it was about 1.3 billion pounds higher. 
But in 1945 we were in a war, and a greet deal of dairy products were 
being used for the military forces and as I said a bit ago, so far as fluid 
milk was concerned, it was not rationed and subsidies were paid, The 
per capita production of milk in 1945 was 656 pounds. The pe 
capita production last year was 759 pounds. In other words, we 
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are bothered today with 100 pounds of milk less per capita than what 
we had in 1945, 

Mr. Harvey. Apparently from listening to your prior testimony, 
you felt that at that time the payment of subsidies to producers was a 
contributing factor in getting the milk consumption to take up all of 
the production. Do you favor a resumption of that program? 

Mr. Wenrwortn. No. As far as this group is concerned—and I 
would prefer that detailed discussion of it be left for following wit- 
nesses—we feel that for butter and cheese, that a purchase and sell- 
back program should be put into operation, which would mean that 
the plant that manufactures it would sell it to the Government and 
buy it back at a lower price, which would be economical to the admin- 
istration and which would move it into channels of consumption—it 
would depend upon what the prices were in the purchase and sellback— 
move it into consumption instead of being held in storage warehouses. 

Mr. Harvey. I noticed when our committee was hol ling hearings 
in the Far West and we were in the Northwest at the time, someone 
of those interested in the dairy industry told me about a rather inter- 
esting experiment that one of the large chain groceries conducted. I 
wish I had the facts properly tabulated at the time, which I did 
not do, unfortunately. One of these large chains, according to the 
story, without advertising, started an experiment to see at what price 
butter would move. They started marking it down a nickel a day in 
their cases without any fanfare or publicity whatsoever. 

They kept marking it down a nickel a day until they could find the 
point at which butter would move out freely. They found the price 
to be 50 cents in some of their stores and 55 cents in some of the other 
stores. It varied a little. But at either 50 or 55 cents, the butter ap- 
parently moved out freely in this experiment that they conducted. 

Of course I realize that that does not necessarily follow that it would 
do it all over the country, or that it would do it on a sustained basis. 
It does, to me, indicate a rather interesting sidelight on the question 
of just how much butter would have to be reduced in price in order 
to move. 

I was back home recently and held a little meeting with some of the 
grocerymen in my own community. They were discussing the very 
same subject and trying to figure out what price it would take to move 
butter. They were distinctly alarmed about it, too, not particularly 
as merchants because as they said, they had to sell whatever the public 
chose to buy at the prevailing prices. 

But this one merchant who sold chiefly in an area where hourly 
factory employees were his customers, said that he moved about 400 
pounds of oleo that week. I asked him how many eer of butter he 
moved. He said “Well, I had a pretty good week. I sold 5 pounds.” 
He said, moreover, that this trend h: id been gradually working to 
the present status for some time and it had been a gradual one. 

Those facts I am simply putting in the record here because I think 
they do indicate one of the things that you have been trying to bring 
out, that is, really nobody knows. do they, Mr. W entworth, at what 
price butter would move 

Mr. Wentworrn. Certainly not, Congressman Harvey. But in re- 
sponse to a question over on the Senate committee the other day, and 
| might make a similar reference here, the retail price of butter today 
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approximately is three times the retail price of margarine. Back 
several years ago we might say the retail price of butter used to be 
about twice the price of margarine. In the interim margarine can 
be colored anes without paying a tax. 

It can be flavored and fortified and so forth, and nobody really 
knows whether twice the price of margarine, retail price, would move 
all the butter today or not. But I would say in conversations that go 
on, there is that guess that perhaps 50 cents might move the butter. 
It certainly would move more butter than a 75-cent price does, and 
butter is a very flexible product in consumption, as are the other dairy 
products other than fluid milk. 

Mr. Harvey. In terms of competitive products, I think we are all 
agreed that there is hardly a product on the market today that can 
replace whole milk. It is only some of the byproducts that are in a 
tough competitive position. About what percent of the total produc- 
tion of fluid milk is sold as fluid milk or cream ? 

Mr. Wentworrn. It is about 50 percent of the production. 

Mr. Harvey. About 50 percent ? 

Mr. Wentwortn. Maybe a little under that. 

Mr. Harvey. I do not want to pursue this matter further. 

Mr. Cootxy. On this buy and sellback program, do I understand you 
to contemplate that manufacturers of butter and cheese would sell it 
to the Commodity Credit Corporation and buy it back at a less price 
than they sold it to them? 

Mr. Wentwortn. Yes, sir. 

Mr. Coorry. In other words, the Government then would take a 
financial loss on the butter and cheese it had purchased and sold back 
to the producer or manufacturer for sale in the normal channels of 
trade? 

Mr. Wentwortn. That is right. 

Mr. Coorry. Is that not exactly the Brannan plan for butter ? 

Mr. Wentwortu. I do not think so. 

Mr. Cootry. What is the difference? -Brannan proposed to do just 
that. 

Mr. Wentwortu. Somebody said the other day—it was in our Sen- 
ate testimony—the name “Brannan” is attached to a program that was 
being discussed and worked on in the Department of Agriculture con- 
siderably before Mr. Brannan became Secretary. But that is neither 
here nor there. If I recall the Brannan program correctly, it was 
direct payments to producers. There were units of production or 
whatever you call them. The payments were based on the number of 
units that the farmer provided. 

Mr. Cootry. That was a very comprehensive program. 

The program never was really seriously considered in this Com- 
mittee. What this committee did, after extended hearings, was to 
report out what they called a trial run on three commodities—eggs, 
wool, and potatoes. You said that that contemplated direct pay- 
ments to producers. Maybe it did. In lieu of payments to the pro- 
ducers, when we are interested in trying to protect what we can, you 
are putting in payments to the manufacturer. You are going to sub- 
sidize the dairy industry at the top level after the raw product has 
been manufactured into cheese and butter. You are going to let the 
Government come in and pick up the check on that, and you are going 
to do that only after you break the fluid milk market or dairy prod- 
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ucts from 90 percent of parity down to 75 percent, and you say that 
is not enough now. 

What is going to happen to the farmer in this deal? Who is going 
to protect him ¢ 

Mr. Wentworru. Congressman, I think I said that the interest in 
the proposal of a program of this character is to return to the farmer, 
whether Congress and the Department of Agriculture say 90 percent 
or 75 percent, that amount for the milk whic h goes into butter, cheese, 
and so forth. Then the product made out of that would be purchased 
by the Government so that that price could be returned to the pro- 
ducer, and then sold back to the manufacturer so that he could sell 
it and in turn get it out to the consumer at a lower price to get them 
to consume it. 

It is not a subsidy to the operator. It has got to be far more than 
any margin of operation. If they wipe out their margin and go into 
a loss position, they could not touch it. 

Mr. Cootry. What it actually is, then, is a direct consumer subsidy, 
is it not? 

Mr. Wentworrn. Yes. 

Mr. Cootry. Is that not what Mr. Brannan proposed—a high price 
to the farmer and a low price to the consumer? It is my recollection 
that that is just what he proposed. 

Mr. Wentworrn. May I ask you a question? Are you for or 

gainst the Brannan plan? 

Mr. Coorry. I will answer that question. You are not embar- 
rassing me. 

Mr. WENtTWworTH. Ane you asking me to say that we are for the 
Brannan plan or that we are against it ? 

Mr. Cootry. No, I do aha think there was a man on this committee, 
not a single one, who was for the Brannan plan, as it was originally 
proposed. The committee did not report the bill out. I introduced 
the bill. 

The Cuarrman. It was the Brannan-Cooley plan. 

Mr. Cootry. No, I think it was actually Steve Pace who introduced 
the bill which included the trial year, and which our committee re- 
ported. I have no apologies to offer for my position on it. I did go 
to the floor with that bill and I voted for it, to give the Reldetery 
exactly this sort of a proposition, arrangement, or program—whatever 
you want to call it—on three commodities: Eggs, wool, and potatoes. 
I say I have no apologies for having taken that position. I am not 
saying that I will not take that position with regard to butter. I am 
not saying that I will not take that same position with regard to wool. 

I was willing for Mr. Brannan to have a trial run on wool, and I 
think I probably will be willing for Mr. Benson to make a trial run 
on wool. I am not committing myself definitely because the bill we 
have here does have some objectionable features. I am not saying 
that I oppose what you are proposing. I want a forthright answer. 
Is this not the Brannan plan for butter and cheese ? 

Mr. Wentwortu. We do not call it that. 

Mr. Cooter. No, you do not call it that, but that is what it is, is it 
not? It is a direct consumer subsidy and it will have to be a sub- 
stantial subsidy because you have indicated when you bring down 
the consumer price 2 percent, you lower the farmers’ price 9 percent. 
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If you are going to bring it down 4 percent, you are going to lower 
the farmers’ cost 18 percent. Your idea is to hold the farm price up, 
let the consumer price come down, and let the Government pick up 
the check. 

Mr. Wenrworrn. We are unable to suggest any better solution to 
the prob lem as it is today. However, in my testimony there we said, 
“Other disposal programs may be presented by others. Some of these 
may have features which are more desirable.” We are suggesting 
something that we think might be helpful in the situation, but if 
somebody else has a better idea a, all right. 

Mr. Cootry. In your statement you do not suggest anything. You 
say that these advisory committees will give us their recommendation. 

Mr. Wentworrn. The witness who deals solely with butter and the 
witness who deals solely with cheese; yes. 

Mr. Cooter. That is right. You have discussed in your statement 
the urgency of the situation and the necessity for doing something, 
but you do not point out in your statement what you want done, do 
you? 

Mr. Wentwortrn. No. 

Mr. Cootxy. To sum it up, that is what you are proposing; and that 
is what these witnesses will propose. 

Mr. Wentwortn. That is what the witnesses later will propose. 

Mr. Wueeter. Will the gentleman yield for a question at that 
point ¢ 

Mr. Cootry. Yes. 

Mr. Wueeter. Does the witness have any information as to the 
amount of anticipated cost to the Treasury involved in this buy and 
sellback program that you have proposed? 

Mr. Cooter. Sell and buyback. 

Mr. Wenrworrn. We call it purchase and sellback. It does not 
make any difference. This was discussed in the Senate committee 
Tuesday, like it is being discussed here, only it came up when a later 
witness was on the stand. They asked us if we could do some calculat- 
ing which would indicate what it might cost. We spent the next day 
developing what. we call an illustration. It comes out with a = 
that staggers us. That is, if the farm price is only maintained at 7 
percent ‘of parity it would come out with a cost—this is iMaatitntive, 
mind you, and we are not sure that it would bring about the con 
sumption of the entire production because you have got to get an 
increase of 60 percent in the consumption of butter and 50 percent in 
the consumption of cheese to use all this up. The cost would run 
approximately—this is illustrative—in order to handle 843 million 
pounds of butter, buy it by the Government at 57 cents and sell it back 
at 42 cents—42 cents would probably mean a 50-cent retail price of 
butter—that would cost $307 million. 

Mr. Wueever. Does that include the administrative costs or just 
the actual purchase cost ¢ 

Mr. Wentrworrn. The people in the Department of Agriculture 
say that the administrative cost on such a program as this would 
be negligible. But it does not include it; no. 

Mr. Wuee ter. Will the gentleman yield for an additional question ! 

Mr. Cooter. Yes. 

Mr. Wentworrn. Just a minute. That is only butter. You 
stopped me on one-fourth of the total amount. 
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Mr. Wueerer. You used some figures there a little while ago that 
run around 116 billion pounds production annually. 

Mr. Wentwortn. That is the total milk production of the United 
states; yes. 

Mr. Wueeter. Are you in position to estimate the number of pounds 
of that 116 billion which is considered surplus under the present cir- 
cumstances? In other words, how many of those billions of pounds 
do you need to dispose of annually before you would not be faced with 
this serious surplus problem ‘ ¢ 

Mr. Wentwortu. Government holdings represent about 80 million 
pounds, 
~ Mr. Wueeter. How many of those pounds of whole milk or fluid 

uilk would you have to dispose of in addition to what you are now 
lisposing of annually before you could anticipate in the reasonable 
future not being worried with this surplus problem ¢ 

Mr. WentwortH. Congressman, that gets into difficulties—— 

Mr. Wueever. I was asking for an approximate figure. 

Mr. Wentworrn. I would hesitate because you get involved with 
what the prices are, what consumers are willing to pay in order to 
consume the product. I do not know. You are also running, as we 
said a bit ago, into a probable reduction after a year or two because 
we are about at the top of the cycle. 

Mr. Wueeter. You estimated a moment ago that this plan that had 
een proposed would probably cost in round figures $300 million 
innually to the American taxpayers. 

Mr. Wentwortn. That is for butter. 

Mr. Cootry. Will you yield right there? That was just on one item. 
Let him go on with the others. 

Mr. Wueeter. I thought I pointed out it was on butter. 

Mr. Wentwortn. Using the same type of calculation or illustration 
on cheese, where the Government will probably hold about 340 million 
pounds on April 1 which they have purchased at 37 cents and where a 
billion pounds will probably be produced this year and the support 
rs ‘e on that is 32144 cents; if that amount of cheese were sold back, 

> billion, at 26 cents—it would certainly help move the product 
whales it would clean it all up or not—it would entail a loss of $100 
million. 

Mr. Wueeter. Butter and cheese would cost probably $400 million ? 

Mr. WentwortH. Yes. Then we have got some nonfat dry milk 
solids to dispose of that the Government is buyi ing. 

Mr. Wuerter. That leads me to this point. It was mentioned 
here—I do not know how authentic the figures were—but last week 
as I recall it the gentleman from Colorado, Mr. Hill—I believe I am 
right in attributing it to him—as I remember the gentleman’s testi- 
mony, the personnel of the armed services are furnished with one-half 
pint milk per day. Is that correct? 

Mr. Hix. I did not say that, but I will be glad to say it. Further- 
more, they said that is all he could get; and if he took cream on his 
breakfast food, he could not have any milk all day, and no one has 

disputed that. 

Mr. Wuerter. On the basis of those figures, I have done a little 
rapid calculation here and have come up with these figures. If that 
one-half pint per day were doubled—-assuming that there are approxi- 
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mately 3,500,000 people in the armed services, all branches—you would 
dispose of an additional 121,370,000 gallons of milk annually at a cost 
of only $ ‘That appears to be a rather cheap approach com- 
pared with the figures that have been just suggested as a probable 
cost of this buy-sell program. 

Mr. Hux. If the gentleman will yield to me. I did say this, and 
I stand on this statement, that our trouble is not butter at all. Our 
trouble is milk; but all that the processors will talk about, as you 
have noticed this morning, are the end products of milk. I think our 
trouble should be switched around and we should be trying to do just 
what you mention, get people to use more milk. Then you would not 
be troubled with the processors coming in here and saying, “What 
in the world are we going to do with the end products ¢” 

I do not know. He does not know. 

Mr. Wueeter. I was basing my figures on my agreement with your 
premise. I was just thinking if you could dispose of an additional 
121,370,000 gallons, that would cost approximately $70 million, and 
more approximately a billion pounds of whole milk annually. That 
is just a suggestion. If you included some additional milk and milk 
products in the giveaway programs that we already finance—the 
Marshall plan or whatever its current name is; I cannot keep up with 
the changes in the name—but instead of this direct subsidy, I would 
much rather see additional milk go into the stomachs of American 
armed services personnel, even if you had to keep the cost in the 
present budget. 

For instance, we do not have a surplus of pork. If I am properly 
advised, the dietitians who work out the menus for the armed services 
insist that the personnel have X number of calories per day. If you 
had to supplant some of the calories that are now being furnished by 
some commodity of which we do not have a surplus with additional! 
milk—I am just making some suggestions, understand—it seems that 
instead of embarking on a very costly Brannan-Cooley plan, or Cooley 
plan, or Brannan plan, entailing direct subsidy either to the producer 
or to the processor or to the consumer, it seems to me that it would 
be much cheaper to eeu that we double or even triple the use of whole 
milk by the armed services. 

Mr. Wentwortnu. Mr. Wheeler, every effort that the fluid milk in- 
dustry knows how to put forth, that the dairy industry knows how to 
put forth on a broad basis—I think I can say that the Secretary of 
Agriculture knows how to do—has been used to try to prevail on the 
Army to do just what you are talking about. If you can tell us how 
to get the Army to do what you are t: alking about, we will roll up our 
sleeves for the 17th time and go after it again. 

We have tried these things. Gentlemen, by gosh, we have had a 
year with this thing and that has happened. We have just tried 
everything we know what to do. 

Mr. Wuereter. Let me get your reaction to one other suggestion. 
What would be your immediate reaction, instead of using this buy 
and sellback or sellback and buy program, whichever is correct, to 
working out an arrangement through the Department of Agriculture 
with the processors of butter—and there would still have to be an ar- 
rangement with the retailer—whereby my wife could go down to the 
grocery store and find the situation where if she bought 1 pound of 
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butter out of the regul: ar trade channels she would be sold an addi- 
tional pound out of these surplus stocks for half price ? 

That is a suggestion, and at first blush it seems to me that even a 
program like that would eventually cost less than $400 million a year. 
~ Mr. Wentworrn. Yesterday the people over in the Department of 
Agriculture said that whatever approach to the solution of this mat 
ter in getting the products disposed of, given away or into consump- 
tion, they are all going to figure out at about the same kind uf cost. A 
program similar to what you suggest has been proposed to the Depart- 
ment of Agriculture some time ago by the National Milk Producers 
Federation or representatives of the federation; and the Department 
has worked that over. 

We tried to find out yesterday on an inquisitive basis, 1 would say, 
whether the pilot program that has been talked about or appeared in 
the press from the announcement of the Secretary of Agriculture is 
going to entail that. But we did not find out. It may be that that 
will be tried under this pilot training program. But you people in 
Congress limited the ability of the Secretary of Agriculture in the 
disposition of the surpluses that he buys. He ae sell butter, for 
illustration, at a lower price than what he pays for it, plus handling 
charges, unless it is going to deteriorate or about - danricaete 

That is like one of our people says, “When you do that, all you 
have got is products; when they are just about to deteriorate, give 
them away, get rid of them.” 

Mr. Cooter. Will you yield right there and let me ask you a ques- 
tion ¢ 

Mr. Wentworth. Yes. 

Mr. Cootey. You do not even advocate that now. You would op- 
pose just the proposition you stated. You said that we had limited 
the Secretary in the disposition of this butter. That is true. We had 
a very good reason to do that. The dairy industry which you repre- 
sent would oppose right now a bill which dropped that butter into the 
trade channels of this country at a price at which it would move. 

Mr. Wentwortn. Absolutely. 

Mr. Cootry. Why complain that “you fellows here in Congress did 
something,” when if you had been here where I am you would have 
done exac tly what I did? 

Mr. Wentwortn. Our suggestion is that you give him a little more 
latitude and let him do his job. 

Mr. Cooter. Do not complain about what we did, if you would have 
done the same thing. 

Mr. Wentwortn. I should have said—may I apologins if that was 
misinterpreted—that the law which was written by Congress 

Mr. Cooter. We wrote the law. 

Mr. Wentworru. Limits or restricts his opportunity to dispose of 
these products. 

Mr. Cootey. That is right. You cannot blame the Secretary for 
not getting rid of it. 

Mr. Wentwortn. So under*the proposal which Mr. Wheeler has 
now mentioned, as I understand it, the only authority they feel they 
have to enter into that is that the butter may spoil. 

Mr. Wueecer. Would you suggest that we go far enough as to 
give the Secretary of Agriculture author ity to require that every time 
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an American citizen bought a quart of beer, he would have to buy 
ee of milk 
WeENtTWwortH. No. 

Me Cootry. I want you to go ahead, Mr. Wentworth, and conelud 
the statement as to what the total cost would be to handle these dain 
products properly. You have already given us $400 million on mil 
and ches se. You have ary milk and other fats involved. What 
would that cost be ? , 

W mri. The proposal that will be suggested to you late: 
milk solids would cost about $200 million, and that 
, Tnited States. Then there are some in 
about that might not be involved 1 


ty pes of cheese and some roller process, 


/ 


that much invested in the whole busines 
all away. How much h: ave we invested / 
products now? $800 million, probably 
1 proposition here that will cost 


about 2 years, Mr. Congressman 
$500 million a year for the nev 


rwoRTH., 
Mr. Cootry. Yo uld take the stuff and give it away if you onh 
have $300 million in it. 
Mr. WentTWwortn you are going to have the problem next yea 
Mr. Cootry. I see what y nean. In other words, it is a continu 


ing surplu 


Mr. Wentworth. We are talking about 2 years here, the accumula 
tions of the crop year beginning April 1, 1953, and the productior 
and disposal of it in the crop year beginning April 1, 1954. 

Mr. Cootry. I think I understand the proposal of your group. The 
overall aspects of it.at least, but do you offer any permanent solution 
to the program? Do you propose to reduce this price demoralizing 
surplus, or do you intend to continue to increase the surplus and 
thereby increase the subsidy and intensify and aggravate the problem ’ 

Mr. Wentwortu. No, sir. 

Mr. Cootry. I asked you 3 or 4 questions and you said “No, sir.” 
I apologize for the involved question. 

Mr. Wentworrnu. I said a little while ago we expect milk produ 
tion to go down. 

Mr. Cootry. Why on earth would it go down if the Government 
picked up the check or subsidized it in the fashion that you have 
proposed ? 

Mr. Wentwortn. You have had these cycles during the high prices 
of the war. It is beyond the price, we may say. 

Mr. Cootry. Ts what you advocate absolutely contrary to the philos- 
ophy advocated by the De partment of Agric ulture?* They have con 
tended straight out, and it is stiil steadfastly maintained, that a high 
support price or a high price to the producer will aggravate the sur 
plus problem and bring about greater production and greater 
surpluses. 

Mr. Wenrwortn. It will. 
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Mr. Cootry. Then it seems to me, if you are talking about — 
ui will have to come down with the pric e all the way from the farmer 
He has to come down to a lower price, the manufacturer a lower price, 

d get down to the consumer, or the Government is going to get 

ick about $600 million in this thing. That is $300 million a year, 

Mr. Wueeter. Will the gentleman yle ‘ld for just one last question f 

Mr. Cootry. Yes, 

Mr. Wireeter. Going back to your reference to these cycles in pro 

tion, do you feel that if you couk | be taken off the hook for 2 years 
| would be out of the woods, so to speak, on this pro iblem ? 

Mr. Wentrworrn. It might be in pretty good shape at the end of 

it year. But we cannot give any assurance on it, of course. I do 

think anybody can say what prices will move this product, this 
rger production and the accumulations that the Government holds 
now. We only illustrate with this. We do not really recommend it, 

Mr. Cootry. You do not? 

Mr. Wentwortnu. I mean recommend these figures as what would 
really happen. 

Mr. Cootey. Are you, in the dairy industry that you represent, 
recommending the program which you are presenting here ? 

fr. Wenrwortu. Are we what? 

Mr. Cootry. Are you recommending the passage and approval of 

program that you are presenting / 

Mr. Wentworrn. Yes. But you know, Congressman, I am sure 

you maintain the farm price at a support price higher than the 
consumer is consuming it, it is going to cost the Government some 

oney to do it, whether you give it away, whether you sell it at re 

Te d pr ices, or whatever you do—it is going to cost the Government 
some substantial sums of money. 

Mr. Cootry. I will conclude by saying my record on that proposi- 
tion is perfectly clear. I have never advocated, and I do not think I 
ever shall advocate, a high support price for a perishable commodity, 
the production of which cannot be controlled. We take the perish- 
ables in one hand and the basic storables in another, and you have to 
have two separate programs. You have one of the most difficult 
problems this committee has ever faced, the very problem that is here 
before us right now. 

Mr. Wentwortn. We pointed that out in our statement. 

Mr. ANpresEn. I would like to ask a few questions. I do not quite 
agree with you on this cycle business, that we have reached the top 
of the dairy cow population cycle. Do you have the figures for 1945 
showing the number of dairy cows in the country ? 

Mr. Wentwortrn. 25,053,000. 

Mr. AnpreseN. At the present time ? 

Mr. Wentwortn. At the present time, 22,256,000. 

Mr, Anpresen. There is quite a difference there between 25 million 
and 22 million. 

Mr. Wentwortn. Yes; but the production per cow in 1945 was 
1,787. Last year it was 5,447. In other words, that is up some. 

Mr. ANprEsEN. The production went up last year, and there were 
increases in the cow population last year because of falling prices on 
dairy products. Is that correct ? 
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Mr. Wentwortu. I would not say because of, but certainly the 
eows increased in number. The tation per cow increased, and 
the total production increased. 

Mr. ANpbresen. The increase in cow population was probably 
largely due to the falling prices on beef cattle. 

Wentworth. There probably would have been more cattle 
sl Mehtered or culled if beef prices had been better: yes. 

Mr. Anpresen. The prediction is for an increase in cow popula- 
tion for 1954 and an increase in the production of milk by more than 
t billion po yunds. Is that not correct ¢ 

Mr. Wenrwortu. Yes, sir. I said that tne best guess we can make 
is that 1954 is probably around the top of the cycle. It might not 
be true. 

Mr. Anpresen. Do you think that if the price of dairy prod- 
ucts goes down that the tendenc y will be on the part of most farmers 
to keep their heifers and their old cows to raise more to maintain 
their income ? 

Mr. Wenrwortn. I do not know. It is the comparative situation 
that is affected. Two of the things that have accentuated this milk 
production has been that some of the cull cows have been kept in the 
herds because of the beef cattle price and because the Federal milk 
ratio has been fairly satisfactory. 

Mr. ANpresen. There cannot be very many culled cows in the 
country if the facts you submitted here show that there is an increase 
in the production per cow of milk. 

Mr. Wentwortn. There is that increase. We are comparing 1953 
with 1945, which is 9 years difference. 

Mr. AnpresEN. In New York State, where you indicated the sur- 
plus of milk was up 10 percent, they have increased their cow popula- 
tion and they have increased their production per cow. 

Mr. Wentwortn. They have increased it since the low point of 
1950. I doubt if they have increased it above their 1945 numbers. 

Mr. Anpresen. I do not have the figures with me, but I am pretty 
sure that it has bon increased. The milk production has been in- 
creased because they have had a favorable price factor which you 
stated a few moments ago was as high as $6.25 a hundred, I believe. 

Mr. Wentwortru. According to this report here, milk production 
in New York State was up 4 percent in 1953 over 1952. The produc 
tion in Wisconsin was up 5 percent, and in Minnesota it was up 6 
percent. 

Mr. ANDrESEN. I agree with you it has gone up. The figures show 
that. Sometimes I question the figures. 

Mr. Wenrwortn. You are familiar with this report? 

Mr. Anpresen. I sometimes even question the figures presented by 
the present administration, although I know it is the same old group 
that has been working on the figures here for the past 20 years that 
are still getting them out. My experience is—and I have dealt with the 
dairy problem for a long time—the tendency of the average farmer— 
probably not the commercial farmers with whom we are associated. 
is to produce more to maintain his income. It might take 8 or 10 
years before we come to the top of that cycle that you have referred 
to in order to bring down the production. By that time our popula- 
tion here will be around 175 million, and my argument has always 
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been that we ought to have more good milk cows to take care of the 
needs of the people. 

Mr. Wentwortn. This cycle, Congressman, that we are talking 
bout runs in about 7 years. The low point in the cow numbers was 
in 1950 and 1951. That is why we have said here that we are probably 
at about the top of the cycle because it was 3 to 4 years ago that 
we had the low numbers of cows. 

Mr. ANDRESEN. I do not know whether you have a dairy herd or not, 
but you do not build up any dairy herd in 3 years’ time. It generally 
takes from 7 to 12 or 15 years to build up a good dairy herd. “The men 
who go in and out—and there are not very many that can afford 
to do that, although we have had a lot of veterans who have come 
back from the service who have been financed by the Government to 
vo into farming and in the dairy business, and they owe a lot of 
money to the Government. I hate to think of what will happen to 
them with the falling prices unless some arrangement has been made 
to give them a moratorium or pay them out of the Tres asury. 

I do not want to get into any further argument with you but I 
just want to ask one more question. 

Mr. Wentwortu. We are not in agreement with you that an ade- 
quate price needs to be maintained for the dairy farmers. Certainly 
| would not want to be understood in any way to be disagreeing with 
you that an adequate price should be maintained for the dairy farmers. 

Mr. Anpresen. I am glad to hear that. Of course I recognize you 
are a good businessman and your company would not be in business 
very long if you could not get an adequate supply to take care of your 
needs, 

Mr. WentwortH. We would be out of business overnight if there 
was not a milk supply to operate with. 

Mr. ANpDRESEN. Maybe sometime you will have a strike in your busi- 
ness that will put you out of business or maybe you have had one. 
About a year ago or a little more, the Secretary called the industry 
together and asked them to come up with proposals. Among other 
things, he suggested some self-help plans. Did your group in the 
indust ry come up with any self-help plan so as to take the Government 
out of this business ? 

Mr. WentwortH. The Secretary did not ask us to develop any 
self-help plan. He asked us for suggestions as to how the dairy pro- 
gram might be improved. Several suggestions have been made to 
him, or to his representatives, such as disposal programs, such as ad- 
justments in the fluid milk market order areas where the production 
was running high, and matters of that nature. But he did not ask 
us for a self- help plan. 

Mr. Anpresen. There was a self-help program proposed to our com- 
mittee by Mr. Walsh. Are you familiar with that ? 

Mr. Wentwortu. I have read the booklet that they have put out; 
ves. 

Mr. Anpresen. What is your opinion as to that plan ? 

Mr. Wentwortu. The specific proposal that they made contains in 
it some matters which we feel your committee should very thoroughly 
look into as to their desirability or the need for them. We feel ‘that 
if you are going to consider it, you should have a vee ific hearing on 
that proposal. Some of the things that are in that bill which we feel 
are, 1 would say, unwarranted- 
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Mr. Anpresen. What in particular? 

Mr. Wentwortn. I was going to turn to it so that I could give you 
the section numbers. Understand, these are not all of the things, but 
are the principal ones. Section 5 provides that “Only persons who 
are milk producers shall be appointed to or eligible to serve on the 
Board.” In section 15, “The Board may acquire, hold, store, ware- 
house, manufacture, process, service, package milk and dairy products 
in raw or processed form.” 

In section 16: “The Board shall have the power to acquire, hold, 
repair, modify and encumber, lease, use or dispose of real and persona i 
property.” In other words, this creates the authority for the Board 
to own plants and process and deliver milk or any other dairy product, 
in competition, as it were, with existing organizations, including 
established cooperatives. 

It provides that in determining stabilization levels and also the 
stabilization fee, they may hold public hearings. It does not require 
it. It does not provide any maximum support price. That is, that 
the act that the Secretary of Agriculture is operating under now says 
that dairy products, milk and butterfats, shall be supported at prices 
between 75 and 90 percent of parity. There is no provision of that 
nature in this proposal. This would give that Board the opportunity 
or authority to support prices at any level that they might see fit to 
do. 

Another provision which we feel should be very carefully considered 
by a committee is that the Board may give away or sell at reduced 
prices in channels that are other than usual, but it says that that ma 
include sales or gifts to the armed services, which are established out- 
lets for the dairy industry at the present time as it now exists, for 
school lunches, for charitable institutions, and so forth. 

That is going into a field in the business of the dairy industry which 
is now being provided by the industry, and we do not feel that the 
Board should be authorized to do that. 

Section 38 provides “that the cost of operating the stabilization pro- 
gram and of regulating the marketing of milk from dairy products 
in interstate and foreign commerce, or so as to affect it”—there is no 
provision for anybody at the present time to regulate the marketing of 
milk and dairy products in interstate commerce. I think that you 
people should consider very carefully whether a board should 
created with tat authority. There are 2 or 3 other matters of that 
nature, but it does not seem that this is a hearing on this conclusion. 

Mr. AnpreseN. The committee has not passed on this plan. 

Mr. Wentworrn. We feel it certainly deserves very full consid. 
eration on the part of your committee if you are going to proceed 
with it. 

Mr. Anpresen. I am sure the committee will consider it. That is 
one reason I asked you the question if you studied it and how you felt 
about the plan. 

Mr. Wentrwortnu. There has never been no bill before the Congres 8 
on this subject. I understand the bill was introduced in the Sena 
yesterday. It would seem to us that when a bill is introduced, that 
opportunities should be given for a full hearing on the subject, and 
not undertake to criticize or discuss a matter which we do not know. 
did not know until today, was really going to be introduced into t) 
Congress. 
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Mr. Anpresen. I think probably you have been aware of this plan 
for some time. I am not talking as an advocate either for or against 
it. But since you are speaking | for the Dairy Industry Committee, | 
am sure the committee would like to have your opinion on the merits 
of it and you would give them that. 

Mr. Wentworrtu. I have given you some of the phases of it that 
appear very unnecessary and unreasonable. Most of the people in 
the dairy processing end of the industry do not feel it is necessary and 
do not feel that such a type of organization or setup as this should be 
put into oper ation. 

Mr. AnprEsEN. The plan that you have proposed will keep the Gov- 
ernment in the dairy business, either through payment to the plants 
or to the producer on a permanent basis. 

Mr. Wentwortu. In 1948 and 1949, there were laws in effect rela 
tive to supporting prices. The change that came about in 1949 by the 
act of 1949 and other circumstances, caused the Government to start 
buying. But when circumstances are in balance, as they were, we will 
say, or near balance, in 1948 and 1949 the Government was not hav 
ng to support the prices. So we do not anticipate that forever and a 
day the Government is going to have to support prices for dairy 
products and we hope not any other agricultural products. 

Mr. Anpresen. Does your group favor the continuation of the milk 
marketing orders in the different areas of the United States? 

Mr. WentwortH. Properly operated ; yes. 

Mr. Anpresen. Any difference of opinion in your group on the con 
tinuation of these marketing orders? 

Mr. WentwortH. The disagreement is over the operation of them, I 
think, not over the basic desirability of a milk market order. I think 
that is a correct answer. There may be some who oppose them, or 
disagree with them. 

Mr. Anpresen. You have recommended import controls ? 

Mr. WentwortuH. Yes. 

Mr. Anpresen. I have done a little work on that in my time. 

Mr. WentwortH. You certainly have. 

Mr. ANprEsEN. You do not want any competitive imports to come 
into the United States as long as we do have a support program. 

Mr. WentwortH. This proposal i is that the imports be limited to the 
average of the 5 preceding years when the support operation is in 
effect, 

Mr. AnprrseN. That depends on the size of the imports and the 
commodities affected. But you are in favor of restricting these im 
ports from coming in here. And of course a tariff or a limitation on 
imports is a trade barrier. I am in accord with your position on for- 
eign imports. How do you feel about trade barriers within the United 
States ? 

Mr. Wentwortnu. I do not like them. 

Mr. AnpresENn. Do you not think that the present milk marketing 
orders are trade barriers within the country ? 

Mr. Wentwortn. I must confess that in some instances they have 
served as such, but I think that most of the people feel that that is 
improper administration of the order. Your amendment to the law 
I forget just the wording of it—but certainly I think it was designed 
to mean that there should not be barriers. 
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Mr. ANpreseN. That was the intent of it, and that was back in 1937, 
| also maintain that they have not been properly administered. But 
take here in the District of Columbia, there is no milk marketing 
order, in fact it is a closed shop. No farmer can ship from outside 
of the area any milk into the area unless there is a shortage here 
within the area. It is said that the milk marketing authority here and 
the producers and distributors will not decrease the price of milk 
because of the lower support price fixed by the Secretary. 

They say the milk will cost the same. Our consumers here will not 
get the benefit of that lower price paid to the producers. 

Mr. Wentworrtu. My interpretation of that statement was the price 
to the producer here was not going down. There was a statement in 
the press that as a result of the 75-percent announcement, in many 
milk-market areas the price would go down reflecting that. Those are 
where the class 1 price is related to the value of manufactured milk. 

Mr. ANpbreEseNn. Do you think it is a fair thing to do to hold up the 
prices in the fluid areas around large consuming areas and then let it 
drop in the rest of the country ? 

Mr. Wenrwortn. No. With very few exceptions, the price has 
gone down under these fluid milk market orders. But our feeling has 
been that they have not gone down fast enough. That is, they have 
not kept in ratio to the situation with regard to both the prices of 
manufactured products and the volume of milk that was being pro- 
duced in the area. 

Mr. ANpresen. They have gone down a whole lot faster than the 
things that the farmers have to buy. 

Mr. Wentworrn. I do not know whether it is a whole lot. I do not 
know what the relationship is. 

Mr. Anpresen. If we could adjust our entire economy at one time 
without making the dairy farmers and other farmers take the brunt of 
this thing, we could get it adjusted overnight. But it is going to be 
quite an operation before we get through. 

Mr. Wenrworrn. I think we come back to the question that what- 
ever kind of a support is maintained for dairy farmers, there is a prob- 
lem of disposal of that product. 'That is the thing that needs to be 
worked out. 

Mr. Anpresen. I do not find that a great deal has been done about 
disposing of these surpluses, even within the Department itself, since 
November 28, 1952. Nota great deal more has been done by the indus- 
try, although I can say this, that recent advertising that has been 
put out does create an appetite for buying more dairy products. I 
would like to see them improve the advertising methods for which 
the producers are now paying throughout the country. 


The Cuarrmman. Mr. Williams? 


Mr. Witiiams. Mr. Wentworth, you are large distributors of fluid 
milk? 


Mr. Wenrworrn. Yes, sir. When you say large, we distribute 


fluid milk. 


Mr. Witi1aMs. I believe you are large. Do you buy any fluid milk 
directly from the producer in New York State? 
Mr. Wentwortu. Do we buy it all through the Dairymen’s League? 


Mr. Witu1ams. Do you buy any fluid milk directly from the pro- 
ducers in New York State? 


Mr. Wentworth. Yes, sir. 
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Mr. Witt1ams. What percentage of your distribution do you buy 
directly from the consumer ? 

Mr. Wentworrn. I do not know. I can determine that if you 
would like to have it, but I do not know it. 

Mr. Witu1aMs. That is not necessary. 

Mr. Wentwortn. We buy some milk from plants that are operated 
by the Dairymen’s League. We buy some milk in country plants 
directly from the farmer. What the relationship between the two is, 
[donot know. Iamsorry. 

Mr. WriiuiaMs. I was a little. bit interested in your statement here 
in relation to price. You did mention a price in excess of $6. Do 
you mean to say that you paid your producers in excess of $6, for 
fluid milk for December ? 

Mr. Wentwortn. I said that the class 1 price was approximately 
$6.60. 

Mr. Witu1ams. What percentage of the milk produced in New York 
does the producer receive $6 for? What percentage of the milk pro- 
duced in New York State ? 

Mr. Wentworrn. I do not suppose that any of them do, because, 
roughly, in 1953, about 40 percent of their production went into class 
| usage. A little less than 60 percent went into lower-priced outlets. 

Mr. WitrraMs. You are an expert on milk ? 

Mr. Wentwortu. Oh, no. 

Mr. Wriu1aMs. Do you know what the blend price was announced 
for February in the State of New York? 

Mr. Wenrwortnu. I am sorry. I do not. Do you mean the blend 
price 

Mr. Witu1aMs. The prevailing price to the producer in New York 
State of all the milk. 

Mr. Wentwortnu. I saw that in the newspaper but I do not recall it. 

Mr. Witu1aMs. You are buying milk and you are a distributor of 
milk and you do not know what the blend price was in New York 
State? Doyou want to say that? 

Mr. Wentworru. I would definitely say that because our company 
operates in many markets. My position with the company is not such 
that I either keep a record of those prices or certainly my recollection 
is not adequate to remember them, but we can get them for you, Mr. 
Williams, very readily. 

Mr. Witi1aMs. I will tell you what they were. 

Mr. Wentworth. All right. 

Mr. WiriuraMms. The blend price for 3.5 milk in the 200- and 210- 
mile zone was $4.16. That is for February milk. Of course that 
price is dependent upon freight rates. When I say 200- and 210-mile 
zone, the producers farther away from the market than that, of course 
their prices are reduced in accordance with the freight rate. Some 
of them do not get even as much as $4 a hundred for February milk. 
What reduction do you expect the 75 percent parity price, support 
price, on milk will mean in New York State for fluid milk? 

Mr. Wentrworrn. I do not think that could be answered, Mr. Wil- 
liams. It would affect some of the lower classes. Unless there is 
some change in the order, it would not affect the class 1 prices. 

Mr. Wititams. You expect that it will affect this blend price, do you 
not? 

Mr. Wenrwortn. It will affect the blend price. 
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Mr. Wituias. That is practically the whole structure as far as 
price to the producers is concerned in New York State. 

Mr. Wentworrn. That is the price that the producer receives; yes, 
sir. 

Mr. Witx1aMs. But you said lower classes. This lowering of the 
support price will affect the blend price of milk in the State of New 
York. Is that not so? 

Mr. Wenrwortu. Oh, yes. 

Mr. WituiaMs. It is estimated it will lower the price 39 cents a hun 
dred. That is the blend price on all fluid milk in New York State. 

Mr. WeNnrworru. I do not know. 

Mr. Wixu1ams. How much does the price of milk have to drop in 
order to affect the consumer’s price on milk? For instance, how much 
does milk have to drop per hundred before you can lower the price to 
the consumer? We have already taken a drop from December to 
February, a decided drop. You will agree to that? 

Mr. Wentwortu. Yes, sir. 

Mr. Wuuiams. You expect that without this order, the price of 
April, May, and June milk would be a great deal lower than it is 
at the present time in March. 

Mr. Wentwortu. It will go down because of the increasing volume 
of production of milk in the flush period that is not used in fluid 
milk channels or at class 1 prices. 

Mr. Wiutiiams. You are Sou distributors. How soon do you ex 
pect to drop the price to consumers on the fluid milk ? 

Mr. Wenrwortu. I think there is a change on April 1 in the class 1 
price. 

Mr. WiziAMs. I am not talking about a class 1 price now. I am 
talking about the milk that is delivered to the consumer. Do you ex 
pect that will drop about 1 cent a quart? 

Mr. Wentworru. I do not know whether it would be one or a half 
a cent. I can find that out for you, but I just don’t have that 
information with me. 

Mr. Wiuuiams. The price will have dropped from December to 
April more than a dollar. 

Mr. Wentworru. The class 1 price? 

Mr. Wui1aMs. I do not know why you use the class 1 price. 

Mr. Wenrwortn. The class 1 price is the cost of the milk that goes 
into fluid milk distribution in New York City. The blend price is 
the average on all of the milk that is produced. 

Mr. Witu1AMs. That is the established price to the producer. 

Mr. Wenrwortu. That is what the producer receives. 

Mr. Wuaiams. That is right. Do you not base your price to the 
consumer on that blend price? 

Mr. Wentworru. Oh, no, sir. No, sir; there is a Federal milk 
market order in New York City. There is an administrator of that 
order. We have to make reports on the utilization of the milk. They 
tell us what the price is that we shall pay. They audit our accounts, 
and every drop of milk that goes into fluid milk sales in the city of 
New York, we have to pay for or our cost on it is the class 1 price, 
plus in the 210-mile zone, delivered to New York City. 

Mr. Wixu1aMs. But you do not think that the reduction in the 
support price will affect class 1 any / 
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Mr. Wentworth. The class 1 price in New York is based on things 
other than the prices of other dairy products. It has in it various 
provisions. I forget just what they are. There are 4 or 5 Federal 

lk market order areas that are commonly referred to as ones that 
are not affected by changes in the price of dairy products. Those are 
Boston, New York, New Orleans, I believe it is, and San Antonio, 
l'ex. 

Che rest of the orders, the class 1 price is related to the prices of 
the milk which is used in manufactured dairy products. 

Mr. Witx1Ams. Does your organization manufacture any butter ? 

Mr. Wentwortu. No; excepting a little that may have to be made 
out of cream that is not sold as such in New York City. 

Mr. Cooter. Mr. Williams, will you yield there just for one ques- 
tion? Did I understand yeu to indicate to Mr. Williams that even 
f the price support were dropped from 90 to 75 percent, that the 
price of grade 1 milk in New York which goes to the consumer would 
not be reduced any at all? 

Mr. Wentwortu. No; I did not say that. 

Mr. Cooter. Do you think it will be reduced. 

Mr. Wentwortu. No; I did not say that. 

Mr. Cootry. Do you think it will be reduced? 

Mr. Wentwortu. There is a formula, Mr. Congressman, for the 
determination of what the class 1 price shall be in New York. 

Mr. Cootny. Will this change by the Secretary affect the formula so 
as to bring about a reduction in the milk prices to the consumer ? 

Mr. Wentwortn. I understand it will not. However, in that for- 
mula, or whatever you call it, there are changes in the prices. That 
;, it moves down the Ist of April, and down further the Ist of June, 
and then in the fall it begins to move up again. 

Mr. Cootry. I understand, but that will be a natural thing depend- 
ing on the season. 

Mr. Wenrwortn. It is not only natural but it is in the order. 

Mr. Cooney. Is it in the order, but it does take into consideration 
the season. Now we are talking about an artificial change where the 
Secretary writes an order and drops the price 90 to 75 percent. If the 
consumer price is not coming down, I do not see. how on earth you 
are going to help the situation at all. How are you going to sell 
more milk if you do not bring the price down ? 

Mr. Wentwortn. That gets back to this matter that that angle of 
the cost is determined by the class 1 price, which is an administered 
pI Ice, 

Mr. Cootzry. As Mr. Andresen pointed out a moment ago, you are 
not going to bring down the consumer costs here in the District and 
you are not going to bring it down in New York. Your proposition 
is if the price is going to be brought down, then the taxpayers of 
\merica would have to come in and subsidize it so as to bring it down. 
That is what it amounts to, is it not? 

Mr. Wentwortn. We are not suggesting it on milk. 

Mr. Anpresen. Will the gentleman yield? I think either the sec- 
retary or Mr. Morse, the Under Secretary, said the other day that 
the price in the milk areas, with few exceptions, would come down 
from 35 to 45 cents a hundred because of this action. 

Mr. Wentwortn. That is true in all but 4 or 5 Federal order areas. 
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Mr. Anpresen. He did not think it would materially affect the price 
of milk to the consumers in milkshed areas. Is that not correct, M) 
Williams ? 

Mr. Wriu1aMs. That is right. 

Mr. Wentworrn. That it would not affect the price 

Mr. Anpresen. Not materially. That is just what you have said 

Mr. Wentworru. Not in all areas. I said in New York. 

Mr. Anpresen. There are some milksheds like in Boston. Does 
your company operate in Boston ? 

Mr. Wentworth. No, sir. 

Mr. ANpresen. Are there some areas where they have a different 
formula, where the price of milk is tied into the cost of living index 
rather than tied into the price of butter ? 

Mr. Wentwortu. Those that deviate from the relation to the price 
of milk for manufacture are—I tried to name them a bit ago and | 
am a little unsure, but I know Boston, New York, New Orleans, San 
Antonio, Tex., and I think there is a fifth one. But in the rest of 
them, the class 1 price will go down if the support price goes dow: 
because that determined what the price is to the farmers who sell 
their milk for manufactured dairy products. 

Mr. Anpresen. We can take then from your analysis that the price 
of milk will not go down in New York or Boston, New Orelans, and 
2 or 3 other places. 

Mr. Wenrwortrn. Under the present time, except for the seasonal 
provisions in the order. It will godown April 1. It did last year. 

Mr. Anpresen. That is seasonal. 

Mr. Wentwortn. Yes. 

Mr. Anpresen. But the lowering of the support price will only 
then affect, really affect the producers in those areas and not the 
consumers ? 

Mr. Wentwortn. It will only affect the producers, if I understand 
the matter correctly, on the prices of the milk in class 3 and class 4. 

Mr. Anpresen. The farmer as I understand it—you correct me if 
I am wrong, Mr. Williams—the farmer sells his milk and gets his 
check on the blend price, whether it is class 1, 2, 3, or 4. He does not 
know specifically what the separation is on it. Butter production 
has been increased in New York State, I think, about 25 percent 
during some seasons of the year just last year and this year. 

Mr. Wentwortu. On a percentage basis it is far greater than that, 
Mr. Andresen. 

Mr. Anpresen. A hundred percent? 

Mr. Wentworrn. I think it has been 300 percent, I am not sure 
Three times as much. 

Mr. Anpresen. What grade of milk do you figure goes into butter ? 
Is that No. 4 or No. 3 or No. 2 or what? 

Mr. Wentworth. No. 4, I believe. 

Mr. Anpresen. And it still may be grade A milk? 

Mr. Wentwortu. Qh, yes, if it meets ¢ ity inspection. 

Mr. Anpresen. Then the farmer gets the blended price and if the 
price of butter comes down in the New York area where you increased 
it several hundred percent—— 

Mr. Wentworth. I have? 

Mr. Anpresen. I don’t mean you, where it has been increased sev- 
eral hundred percent. 
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Mr. Wentwortn. Yes. 

Mr. AnpresEN. That will again be reflected in the price that the 
New York farmers receive because the price of butter will go down. 

Mr. Wentrworru. That will occur; yes, sir. 

Mr. ANpDRESEN. So it will eventually be reflected on the producers 
in the State of New York. 

Mr. Wentwortn. Mr. Williams asked me if I could tell him how 
much and I am unable to tell him how much. 

Mr. Anpresen. The Secretary said between 35 and 45 cents a 
hundred. 

Mr. Wentwortn. In New York? 

Mr. WituiaMs. In New York, that is right. 

Mr. Anpresen. That is all, Mr. Chairman. 

Mr. Witu1aMs. That is all, Mr. Chairman. 

The Caarrman. Mr. Poage? 

Mr. Poaer. Mr. Wentworth, I just wondered if your company man- 
ufactures margarine / 

Mr. Wentwortu. No, sir. 

Mr. Poace. You do not manufacture or sell any margarine? 

Mr. Wenrworrn. I think that one of the distributing operators 
sells a little oleomargarine, but it is very insignificant with them and it 
is a very small operation of the company. 

Mr. Poacr. That is all. 

Mr. Jones. Mr. Chairman, I hate to prolong this thing, I have one 
point. It may take more than one question to get it out. Is it correct 
to say that the surplus of nonfat dry milk solids is in direct proportion 
to the surplus of butter? 

Mr. Wentworrn. A very close relationship. There is some of it 
that is produced from butterfat which is sold in sweet cream, but the 
relationship is pretty close; yes, sir. 

Mr. Jones. The thing I am interested in trying to find out is to 
what extent would we have to raise the butterfat content of milk to 
eliminate this butter surplus and also your nonfat dry milk solid 
surplus ? 

Mr. WentwortH. You mean, say that consumer is now buying 
milk at 26 cents, 12 cents—— 

Mr. Jones. The thing I am objecting to and always have is the fact 
they keep a little more of the butter out of the milk and give me a di- 
luted product and at the same time are bringing on all of the problems 
in the dairy industry through doing that. 

Mr. Wentworth. I think you have a mistaken idea about the re- 
moval of the butterfat from the milk. Where do you live in Missouri? 

Mr. Jones. Of course I live in a little country town and I get my 
milk when I am there from a farmer. I can let it set overnight and I 
can skim the cream off and we can whip part of it and put part of it 
on cereal and things like that. So when I come up here to the city and 
I get. into homogenized milk, I cannot find any cream. I read the law 
where it says it is only required to have so much butterfat. 

You mentioned a figure of 3.7 pent I know that whole milk 
normally has more butterfat than that. I do not mind their taking 
a little bit of it out, but I think your industry, or at least some segments 
of it—and I cannot find out who is exactly responsible for it—in its 
greediness to take more of the butterfat out of there, has created this 
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gigantic problem that we have. I have been trying to find out to what 
extent we are going to have to leave a little more cream in the milk to 
reduce these sur pluses that everybody is complaining about. 

Mr. Wentwortu. Most city regulations and most State regulations 
and laws permit only the blending of milk in order to accomplish what 
we call standardized butterfat content. There are some places where 
it can be done mechanically. I would say that there is a very small 
proportion of milk sold in the country where anybody could say that 
butterfat has been removed from that milk before it is put in the bottle 
and sold to the consumer. 

Mr. Jones. Where in the world do they get this butterfat if they 
do not remove it from the milk? 

Mr. Wentwortu. The butterfat comes from the milk over and above 
that which is sold as fluid milk. 

Mr. Jones. You are not trying to tell me certainiy that that has 
anywhere near the butterfat content as it comes from the cows? 

Mr. Wentwortn. Unless you are buying skimmed milk, you are 
buying milk practically as it comes from a cow. Now, there may be 
Jersey milk and Guernsey milk and Holstein milk mixed together. 
But you certainly do not get the milk from one cow in that ‘bottle. 
You certainly do not get milk from which cream has been removed. 

Mr. Jones. To what extent does the butterfat content vary in the 
various States to meet the minimum standards? 

Mr. Wentwortn. It varies probably from 3 to 3% percent. 

Mr. Jones. You have got 3.7 percent you mentioned a minute ago. 
That would be one minimum. 

Mr. Wentwortu. A lot of standard milk runs at about that test. 

Mr. Jones. Then we have some States that require 3.9 as a minimum, 
do we not ¢ 

Mr. Wentworrnu. I do not know of any. I do not know of any 
State that requires above 3144. Is there anybody who can help answer 
that ? 

Mr. Jones. Does the minimum vary according to States? Is there 
a different standard in New York, say, from the one in Missouri? 

Mr. Wentwortu. It could be. 

Mr. Jones. Somebody can answer that question, surely. 

Mr. Wentwortu. I am looking around here. 

Mr. Horetter. In Chicago it is 3.5. 

Mr. Jones. What does New York have? 

Mr. Horetier. We use Guernsey milk, which is about 5. We have 
to make that 4.4. 

Mr. Jones. Your cows give 5 percent, and you water it down to get 
to 3.5% 

Mr. Horevter. The dairyman does. 

Mr. Jones. That is what I say. 

Mr. Wentwortu. Mr. Jones—— 

Mr. Jones. I think he has answered the question. 

Mr. Witu1aMs. Mr. Chairman, will the gentleman yield for a ques- 
tion? TI am addressing my statement to Mr. Jones. Do you know 
that Holstein milk, for instance, has the problem of not taking out 
butterfat. It is to produce a milk that has the butterfat requirement 
of the market. If you have a Holstein dairy that will produce milk 
with a butter content of over 3.5 on an average, you have got a pretty 
good Holstein herd. 
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Mr. Jones. Then you have got to use a little Jersey to bring it up? 

Mr. Wiu1ams. We try to breed to raise the butterfat content in 
Holstein milk. But it is never a problem of having too much butter- 
fat. Itis one of not having enough. That does not apply to Jerseys, 
Guernseys, or any other breed. But the great volume of milk in this 
country is Holstein milk, and our problem is never one of having too 
much butterfat in it. 

Mr. Jones. Maybe my dairymen down at home have Jersey cattle 
and I got used to that kind of milk. I come up here and I cannot find 
any butterfat in it. 

Mr. Wentworth. You probably get homogenized milk, Mr. Jones. 

The Cuamran. If there are no further questions of this witness, 
we thank you very much, Mr. Wentworth, for your appearance and 
the information which you have given the committee. 

Without objection, Mr. W entworth, the list of figures which you 
have elaented from the Dairy Industry Committee will be placed in 
the record at this point. 

(The list is as follows:) 


Illustrative cost of purchase and sellback program 


BUTTER 


On hand Apr. 1, 1954, 343 million pounds, at 66 cents___._________ 226, 380, 000 
Production to be purchased from Apr. 1, 1954, to Mar. 
1,500 million pounds, at 57 cents 855, 000, 000 


44 EE sala skies igh ai oka Deansigieseiiiciec po cslph Uietsiatadia soaps ci icileaaaaalin eiabasbastn 1, 081, 380, 000 
Sellback, 1, 8B. million pounds, at GB COUR. 2 ciccccer esse 774, 060, 000 
307, 320, 000 


CHEDDAR CHEESE 


On hand Apr. 1, 1954, 345 million pounds, at 37 cents 127, 650, 000 
Production to be purchased from Apr. 1, 1954, to Mar. 31, 1955, 
12060: million pounds; et 62% cénts. 1... nnnnn es nue 322, 500, 000 


450, 150, 000 
849, 700, 000 


100, 450, 000 


These calculations are based upon the announced support prices. Also these 
calculations do not take into consideration the inventories held by the private 
trade at the beginning nor close of the crop year. 

For every 5 percentage points that support prices may be increased with the 
sellback prices remaining as indicated, the net cost of the butter operation would 
be increased by 3.8 cents per pound or a total of $57 million on 1,500 million 
pounds of butter. The net cost of the cheddar cheese operation would be in- 
creased by 2.15 cents per pound or a total of $21,500,000 on 1,000 million pounds 
of cheddar cheese. 

If it should be considered necessary by the Secretary to sell back butter 
and/or cheese at a lower price than used in this illustration to accomplish ade- 
quate consumption, each 1 cent reduction in the sellback price of butter would 
cost $18,430,000 and a similar reduction on cheddar cheese would cost $13,450,000. 
Conversely, the cost would be lessened in a similar manner for each 1 cent higher 
price in the sellback price. 

Some similar type of operation might be required for domestically produced 
foreign types of cheese, such as Swiss. If so, about 200 million pounds at a 
similar loss per pound, as with cheddar cheese, would entail $15 million at 
7.5 cents per pound. 

This illustration is to indicate the application of a purchase and sellback pro- 
gram for butter and cheese. It would provide farmers the support price for 
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milk or butterfat going into these products, while at the same time providing 
consumers With butter and cheese at prices which should encourage larger con- 
sumption. It is not intended to give assurance that the sellback prices used 
in the illustration will increase consumption of butter by 60 percent or cheese 
by 50 percent, which would be required to use up the anticipated amounts which 
the Government will hold on April 1 and the estimated production in the ensuing 
12 months. 


Ezport disposal program spray nonfat dry milk solids 


On hand Apr. 1, 1954, 450 million pounds, at 16 cents_____-- $82, 000, 000 
Surplus over normal use Apr. 1, 1954, to Mar. 31, 1955,’ 420 million 
pounds, at 15 cents___- Sa 


ote; CaP siiiet: mene a a ee ed. a 145, 000, 000 


Animal feed (deteriorated) 10 million pounds, at 10 cents (credit). (1,0C0,000) 
Remaining for program 860 million pounds 144, (00, 000 
Shipping cost on bulk 360 million pounds, at 3 cents 

Packaging and shipping 500 million pounds, at 10 cents 


EE TOI or ncsitcereniinineiteabantanira 


Roller process (not included in export disposal program) : 
150 million pounds on hand Apr. 1, at 14 cents 21, 000, 000 
150 million pounds surplus Apr. 1 to Mar. 31, at 18% cents__- 19, 875, 000 


ee 40, 875, 000 


Summary 


Cost of purchase and sellback program: 
Butter ; 
Cheddar 


Total cost 612, 570, 000 
Potential additions: 
Foreign type cheese D, 
Roller process nonfat dry milk solids____ 40, 875, 000 


Totai...... . ‘ ‘ : 668, 445, 000 


10f the estimated poesuctinn of spray process of 1,000 million pounds: 500 million 
probably will be used in normal channeis, 50 million probably will be used in school lunch, 
30 million probably will be used by Armed Forces, 420 million surplus for export disposal. 


The Cuarrman. The committee will recess until 2 o’clock. 
(Thereupon, at 12:40 p. m., a recess was taken until 2 p. m. of the 
same day.) 
AFTERNOON SESSION 


(The committee reconvened at 2:10 p.m. Present: Representatives 
Andresen (presiding), Hill, Hoeven, Williams, Cooley, Poage, and 
Jones. ) 

Mr. Hix (temporarily presiding). The committee will come to 
order. We will hear the next witness, Otie M. Reed, Washington rep- 

resentative of the National Creameries Association. Mr. Reed, we are 
glad you are here and we will be glad for you to proceed. 


STATEMENT OF OTIE M. REED, WASHINGTON REPRESENTATIVE, 
NATIONAL CREAMERIES ASSOCIATION 


Mr. Reep. Mr. Chairman, gentlemen of the committee, my name is 
O. M. Reed. Iam Washington representative of the National Cream- 
eries Association. Our local office is at 777 14th Street NW., Wash- 
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ington. Our headquarters office is located in St. Paul, Minn. Our 
association is composed of some 950 processing plants, both coopera- 
tive and private, located in the States of Minnesota, Wisconsin, lowa, 
North and South Dakota, Nebraska, Kansas, and Wyoming. Our 
members process and market the milk and butterfat of about 350,000 
dairy farmers in those States. 

Mr. Chairman, this statement is quite voluminous. Part of that is 
due to the fact that I and my colleagues in the other organizations in 
the Dairy Industry Committee tried to keep from duplicating a great 
deal of the statistical work and the statistical tables that accompany 
this statement. So, with your permission, I will file this for the record 
and I will go through it and talk from notes, if I may. 

Mr. AnprESEN (presiding). Without objection, your statement will 
appear in the record, and you may discuss it as you see fit. 

(Mr. Reed’s statement is as follows :) 


STATEMENT OF OTIE M. REED, WASHINGTON REPRESENTATIVE, NATIONAL 
CREAMERIES ASSOCIATION 


Mr. Chairman and gentlemen of the committee, we appreciate this opportunity 
to appear before you and to state our views regarding the bill now before tbis 
committee, and the problems involved in the dairy price support program now 
facing us. 

My name is Otie M. Reed, and I am Washington representative of the Na- 
tional Creameries Association, with offices at 777 14th Street NW., Washington. 
D.C. The headquarters offices of our association are located at 817 New York 
Building, St. Paul 1, Minn. 

The National Creameries Association is composed of some 950 dairy processing 
plants located in the States of Minnesota, Wisconsin, Iowa, North and South 
Dakota, Nebraska, Kansas, and Wyoming. About 85 percent of our members 
are locally owned and operated cooperative associations, and the remainder are 
private corporations. Our members process and market the milk and butterfat 
of some 350,000 dairy farmers, who support the National Creameries Association. 

In this testimony, I wish to touch upon certain salient points and problems, 
among these being (1) the current dilemma we face in the manufactured dairy 
products industry, (2) the major features of H. R. 7895, (3) problems of import 
control, and make a brief summary of our position with regard to (4) so-called 
self-help programs which have been proposed before this committee. Also, we 
will desire to spend some time in discussing methods of moving current produc- 
tion and CCC stocks of major dairy commodities into consumption. 


I. THE SUPPLY AND DEMAND OUTLOOK FOR DAIRY PRODUCTS 


A brief recapitulation of the current supply and demand situation, the price 
support position, and the dilemma we face will be of help in properly orienting 
our thinking regarding the dairy problems. 

1. The supply and demand outlook.—During this coming marketing year start- 
ing April 1, 1954, the outlook for dairy production and prices is about as follows: 

(a) Milk cow numbers, after reaching a postwar low of 23,369,000 head as of 
January 1, 1952, have shown an increase to 24,735,000 head as of January 1, 
1954. This is an increase over the period of 1,366,000 head. (See table 1, 
appendix A.) 

(b) Milk production per cow has been well maintained, and as of 1953 was 
5,447 pounds per cow, the highest of record. This compares with an average of 
4,379 pounds per cow during the period 1925-39. It is interesting to note that 
on the average during the 1925-39 period, 22,925,000 cows were milked, with a 
total farm production of 100,369,000,000 pounds, whereas in 1953, 22,256,000 
head were milked on the average during the year, with total production of 
121,219,000,000 pounds. 

Apparently, the trend of milk cow numbers is now upward, and as production 
per cow is maintained, we will have an increasing production next year as 
compared to the year previous. (See table 1, appendix A.) 

(c) Consumption.—Table 2 in appendix A shows the trends in per capita 
consumption of the major dairy products. 
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Butter consumption has shown a very great decline since prewar—from pre- 
war average of from 16 to 18 pounds per capita to a low of 8.6 pounds per capita 
in 1952 and 1953. 

Per capita consumption of fluid milk and cream, which at 352 pounds per 
eapita during 1953 was somewhat above prewar levels, nevertheless was con- 
siderably reduced from the level of 399 pounds per capita reached in 1945, This 
is quite an interesting statistic. With the declining use of table fats on the 
part of our people, and the tremendous inroads made on the butter market by 
oleo since the repeal of the yellow oleo tax, many of us in the dairy industry be- 
lieve that it is imperative that the per capita consumpton of milk in fluid form 
be encouraged and maintained. This is not to say that the butter and other 
manufactured dairy products industries will cease their efforts to increase the 
demand for their commodities. Far from it. We are going to spend more money 
this year in the support of our industry merchandizing program, which is 
financed by producers, than ever before in history. The point is, however, that 
if we can maintain fluid milk consumption, our rapidly growing population 
in a few years will eat up our surplus, assuming production is held within 
bounds. The importance of maintaning fluid milk consumption is evident when 
we consider the fact that in 1945 consumption per capita was 47 pounds above 
the 1953 figure. This is equal to over 2 pounds of butter per person in the United 
States. Thus, if we had had the 1945 per capita consumption rate for fluid 
milk iast year there would have been little, if any, butter surplus. 

Per capita consumption of cheese, while materially above perwar, showed a 
decline of one-half pound per capita in 1953 as compared to 1952. 

(For details of per capita consumption trends for other dairy commodities, 
see table 2, appendix A.) 

Per capita consumption of dairy products is, of course, markedly influenced 
by the level of consumer incomes, along with other factors. For this coming 
year, it is quite unlikely that demand will be maintained at the levels prevailing 
last year, inasmuch as soft spots in the economy and in business conditions seem 
to be developing as we shift from an economy geared to a war footing to an 
economy more nearly compatible with peacetime economic operations. 

(d) Combined supply and demand outlook.—The outlook, taking account of 
both production ad demand conditions, would appear to indicate a further soften- 
ing of dairy markets in 1954. Production almost undoubtedly will show further 
increases. Consumption will be difficult to maintain at the 1953 levels. 


Il. THE CURRENT POSITION OF THE DAIRY PRICE SUPPORT PROGRAM 


In this section, we will summarize briefly the current position of the price sup- 
port for dairy products and the recent action of the Secretary of Agriculture 
in reducing price supports for the coming marketing year starting April 1, 1954. 

1. Operations under the price support program, year ending March 31, 1954.— 
During the marketing year ending March 31, 1954, the price of manufacturing 
milk and butter fat has been supported at levels calculated to return to pro- 
ducers 90 percent of the parity price. The prices established were $3.74 per 
hundredweight for manufacturing milk and 67.3 cents per pound for butterfat. 

In order to support prices at the established levels, the Commodity Credit Cor- 
poration has purchased butter, nonfat dry milk solids, and cheddar cheese at 
certain announced prices. It was thought that, through purchase at the an- 
nounced prices, and after taking account of handling charges, prices to pro- 
ducers would be equivalent to the levels which the Secretary desired to attain. 
Under actual operations, prices to producers have been about 85 percent of parity. 
Prices as announced for the products were as fallows: 


(a) Butter: 
Grade A: 65.75 cents per pound, basis Chicago. 
Grade B: 63.75 cents per pound, basis Chicago. 
(b) Cheese (American), 37.25 cents per pound. 
(c) Nonfat dry milk solids: 
Spray process: 16 cents per pound. 
Roller process: 14 cents per pound. 
Under the price support program described briefly above, the following volumes 
were purchased through March 3, 1954: 
(a) Butter: 301.9 million pounds. 
(b) Cheese: 279.6 million pounds. 
(c) Nonfat dry milk solids: 547.7 million pounds. 





LONG RANGE FARM PROGRAM 2993 


While the Commodity Credit Corporation has disposed of butter, cheese, and 

nonfat dry milk solids under the school-lunch program, to domestic and foreign 
haritable institutions, to the Armed Forces and the Veterans’ Administration, 

these outlets have proved to be far too small to absorb the total volume of the 
commodities purchased by the CCC. Accordingly, the CCC had on hand and 
available for disposition as of March 3, 1954, 293.2 million pounds of butter, 
305.2 million pounds of cheese, and 503.7 million pounds of nonfat dry milk solids. 

I would like to emphasize, gentlemen, that the figures quoted immediately pre- 
ceding represent volumes for which no present outlet exists—they represent net, 
incommitted inventory in the hands of the CCC. 

In terms of whole milk equivalent, purchases by the CCC this year represent 
about 8 percent of the total volume of milk produced on farms. 

(For details as to disposition through outlets available to the Department of 
Agriculture, see table 3, appendix A.) 

In terms of individual commodity production, such purchases represent about 
21.1 percent of the total volume of butter production, 21.5 percent of the total 
volume of American cheese production, and 45.6 percent of the total volume of 
nonfat dry milk solids production. 

2. Price support program for the marketing year Leginning April 1, 1954, as 
recently announced by the Secretary of Agriculture.—-Under date of February 18 
the Secretary announced that during the marketing year starting April 1, 1954, 
he would support the price of milk and butterfat for manufacturing purposes at 
75 percent of parity, and that he would accomplish this purpose by purchasing 
butter, cheese, and nonfat dry milk solids at the prices listed below. (For de- 
tails regarding prices of dairy products under the support program, see table 4, 
ippendix A.) For ease in comparison, I have also stated the prices for last mar- 
keting year, and the difference between the new prices and last year’s prices as 
follows: 

Marketing year ending Mar. 31 


1954 1955 Difference 


Manufacturing milk $3.74 per hundredweight $3.14 per hundredweight —60 cents per hun- 
| lredweight 
| 67.3 cents per pound fe 56 cents per pound 113 cents per 
| pound. 
Butter— purchase | 65.75 cents per pound, Chi- | 57.5 cents per pound, Chi- | —8.25 cents per 
price. | _ cago basis. cago basis |} pound. 
Cheese— purchase | 37 cents per pound 32.25 cents per pound —4.75 cents per 
price. | | pound, 
Nonfat dry milk | 
solids: | | 
Spray process.....| 16 cents per pound 15 cents per pound —1 cent per pound. 
Roller process-_. | 14 cents per pound 13.25 cents per pound _ _ - | —0.75cent per pound. 


Butterfat 


The price support levels announced by the Secretary of Agriculture for this 
coming year represent a truly drastic decline in terms of income to dairy farm- 
ers. Roughly 50 billion pounds of milk are used in the manufacture of dairy 
products, and 50 billion pounds are used in fluid milk markets in the form of 
fluid milk and cream. 

With regard to manufacturing milk and butterfat, the reduction in support 
levels will amount to approximately $300 million. 

If fluid milk prices are adjusted downward in line with the reduction in 
prices of milk and butterfat used in manufactured dairy products, the reduetion 
in farm income as a result of reductions in support levels would amount to an 
additional $300 million. It is not altogether clear whether fluid milk producers 
will have to suffer the reduction. Numerous comments in the public press would 
seem to indicate that in many instances, fluid milk producers will try to main- 
tain their prices, irrespective of what happens to manufacturing milk and butter- 
fat prices. Under Federal orders, most of the some 50 orders now in existence are 
based on the price of manufacturing milk. Unless the Department changes the 
lifferentials between fluid milk and manufacturing milk now applicable under 
the orders, such prices will be reduced. 


II, THE PRICE SUPPORT DILEMMA 


The dairy industry faces a dilemma of the first magnitude, and the Secretary, 
n announcing his price-support program for this coming marketing year, faced 
the same dilemma. In spite of a high rate of employment and Consunier income, 
Which is now exhibiting some soft spots, purchases under the price support pro- 
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gram for the marketing year April 1, 1953, to April 1, 1954, were extraordinarily 
high—so high in fact that usual outlets for such purchases through school lunch 
and the like were entirely inadequate to keeping the inventory of price-support 
commodities in the hands of the CCC within bounds. 

S. 2962, and its companion House bill, H. R. 7895, introduced shortly after 
the Secretary announced the dairy price support program for this coming market- 
ing year, would provide as follows: 

1. Limit the reduction that the Secretary would make in the price support 
level from the previous year to 5 percent ; and 

2. Maintain the parity percentage for milk and butterfat at not less than 
the parity percentage level provided under the rigid mandatory price supports 
provided for the basic crops. 

We can understand very well the motives that impelled the supporters of 
this bill to in‘roduce it. The reduction in price support levels for dairy com- 
modities this coming year is extreme, and will be associated with very heavy 
losses on the part of dairy farmers, as we pointed out in a previous section. 
Further, there can be no doubt that such a loss in income to dairy farmers in the 
major dairy States will have most important effect: on the general level of 
prosperity of the people in such States, and for that matter throughout the 
Nation. 

On the other hand, we have pointed out in detail the dilemma faced by the 
dairy farmer and industry under the price support programs as they currently 
operate. Government inventories of butter, cheese, and nonfat dry milk solids 
are huge. Production is increasing. While the reduction in price-support levels 
this coming year will help in increasing consumption somewhat, nevertheless, 
it is the consensus of the dairy industry that the reduced prices will not en- 
courage consumption to the point where all of current production of manu- 
factured dairy products will be consumed. As a matter of fact, the outlook is 
for continued heavy purchases under the price support program this coming year 
even at the greatly reduced price levels. 

Any program which operates to hold dairy prices at a fixed high level will 
aggravate the problem of Government surpluses. 

While we may deplore the fact that it was found necessary to reduce dairy- 
price supports, it is quite difficult to see what other course the Secretary could 
take in view of the situation which comprises increasing production, very heavy 
stocks of butter, cheese, and nonfat dry milk solids in the hands of the CCC, 
and fairly strong indications of spotty demand during the coming marketing 
year. We should bear in mind that the Agricultural Act of 1949 authorizes the 
Secretary to establish dairy-price supports at the level within a range of from 
75 to 90 percent of parity as the “Secretary determines necessary in order to 
assure an adequate supply.” In view of the fact that heavy purchases have 
been made even through the short period this year, the heavy stocks already 
on hand, and the outlook for increased production, it is small wonder that the 
Secretary found it necessary to reduce the price support level to as low as 
possible a figure under the law. 

With prices at the same level this year as they were last, we could reasonably 
expect to double our inventories of butter, cheese, and nonfat dry milk solids 
during this coming marketing year. No outlets exist for such inventories at 
this time nor has any program been developed to move them into consumption. 
It is to be recognized that dairy products are not permanently storable and we 
would have a problem of spoilage if these products are not moved into con- 
sumption rather soon. In addition to the foregoing, the butter industry is 
very greatly disturbed by the very serious adverse reaction we are meeting 
on the part of the public and on the part of the press. We feel that further 
pyramiding of inventories in the hands of the Government will further estrange 
our consumers in this country and eventually cause the discontinuation of the 
program. 

In view of the foregoing, therefore, we feel that it is of paramount impor- 
tance that any price-support program, including not only the one recently 
announced by the Secretary, but also a price-support program with higher price 
levels such as would be established by 8S. 2962, must be accompanied by a 
program designed to move Government stocks into consumption and also to 
encourage consumption of the expected production. 

It is our considered judgment that unless Congress enacts legislation pro- 
viding for an adequate program for the dispostion of surpluses acquired under 
the support program then in a relatively short time the program will fail of 
its own weight. Programs to achieve this purpose, which are now under con- 
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sideration by the United States Department of Agriculture together with our 
recommendations regarding such programs will be set forth in the following 
section. 

IV. PROPOSED DISPOSAL PROGRAMS 


There have been many proposals made for the dispositon of Government stocks 
of butter, cheese, and nonfat dry milk solids acquired under the price-support 
program. As far as butter and cheese are concerned, consideration has been 
narrowed to two proposals, as follows: 

1. The so-called bargain sale or blended-price program.—As originally pro- 
posed by National Creameries Association last summer, the proposal provided 
for a method of distribution under which, with the purchase of a pound of 
butter at the regular price, consumers would be entitled to buy an additional 
pound of butter originating from CCC stocks at a drastically reduced price. 
National Creameries Association, after further appraisal of its proposal, aban- 
doned it because it appeared to embody a number of unworkable features, par- 
ticularly with respect to moving such huge inventories as have accumulated 
and the inapplicability of the program to cheese and nonfat dry milk solids 
inventories. As amended, the program would provide as follows: 

(a) All butter printers in the United States would be given a “sales base.” 

(b) The proportion of total sales base represented by the proportion that sales 
of each butter printer bore to total print-butter sales by the industry would 
represent the share of Government butter which each printer would be entitled 
to purchase. Thus, if the CCC were to sell, during a given month, 50 million 
pounds of butter and a printer had a sales base equivalent to 2 percent of the 
total sales base, he would be entitled to purchase a million pounds of the CCC 
offering of 50 million pounds. 

(c) The CCC would sell the butter at drastically reduced prices. 

(d) The printer in establishing his market price would derive a weighted 
average price by taking the cost of his regular commercial sales at ruling market 
prices, the cost of his CCC purchases at CCC prices, and develop therefrom a 
weighted average price. 

(e) The CCC would of course, stand ready to purchase butter at the announced 
support prices in order to maintain prices to producers. 

We have given very careful consideration to this so-called blended price pro- 
posal, particularly in view of the fact that it represents a modification of a 
similar plan proposed by the National Creameries Association last summer. 
This plan has been subjected to careful scrutiny by the butter committee of the 
National Creameries Association, and this committee has rejected the plan in 
its entirety and has so informed the Secretary of Agriculture. We have also 
discussed the plan with the American Butter Institute, whose members produce a 
large proportion of the butter manufactured in the United States, and with the 
National Cheese Institute, representing most of the processors of cheese in this 
country. All three of these groups do not believe the so-called blended price 
plan will solve the problem of disposing of Government owned surpluses and at 
the same time move current production into consumption. 

We in the National Creameries Association, together with our colleagues in 
the American Butter Institute, believe that if the “blendid price’ plan were 
instituted, the Commodity Credit Corporation would come to the end of March 
1955 with inventories much larger than they are at present in regard to butter. 

It is recognized, of course, that the “blended price” program is not applicable 
to cheese nor to nonfat dry milk solids. 

I do not wish to burden the committee with details of the calculations by which 
we have arrived at the conclusions set forth above. Several other general rea- 
sons as to why the so-called “blended price” plan should not be put into effect are 
as follows: 

(1) It would tend to freeze the pattern of butter distribution among those 
currently in the butter-printing business—in other words, it would tend toward 
monopoly. It is emphasized in this connection that there are a large number of 
butter printers who print butter on a custom basis and do not distribute it. 
Therefore, this program would throw a great deal of unwarranted business into 
the hands of such custom printers. In addition to the foregoing, there are 
literally thousands of small butter creameries throughout this country who 
print small volumes of butter for their local trade. Inasmuch as the Commod- 
ity Credit Corporation endeavors to hold its sales to units of carlots, it would be 
practically impossible for these small local creameries to cooperate in the pro- 
gram, and they would be very materially disadvantaged thereby. 

88490—54—pt. 19-——__8 
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(2) The proposal would not solve the problem of under grade butter or 
sweet butter. 

(3) The blended price plan is not adaptable to disposition of the cheese and 
nonfat dry milk inventories of the Commodity Credit Corporation. We have 
discussed this matter with large merchandisers of cheese, and they are of the 
opinion that the plan will not work as far as those products are concerned. 

With respect to nonfat dry milk solids, we wish to emphasize to the committee 
that this commodity represents a very special case. As you will recall the pro- 
duction of nonfat dry milk solids was expanded very greatly during World War 
II as a part of the war food program. Production is running materially above 
domestic consumption. A representative of the dry-milk industry will follow 
me on the witness stand and will describe to the committee the proposal which 
this industry believes will go far toward the solution of its surplus problems. 
National Creameries Association is supporting the program of the American 
Dry Milk Institute. 

The other major plan under consideration by the Department of Agriculture 
at this time is a plan designed to (1) maintain prices to producers at the an- 
nounced support level through a system of payments to plants, and (2) so reduce 
the prices of butter and cheese that consumption would be encouraged to the 
point where current production would be consumed and orderly liquidation of 
Commodity Credit Corporation stocks would be provided. Basically, this pro- 
gram would work as follows: 

(1) The Community Credit Corporation would stand ready to purchase butter 
and cheese from any processor in the country at the support price announced 
by the Secretary. 

(2) The Commodity Credit Corporation would contract to immediately re- 
sell such butter and cheese to manufacturers at a much lower price. Manu- 
facturers, of course, would be assumed to pass along the support prices to pro- 
ducers. 

(3) The level at which the commodity would be resold to processors would 
be designed to so reduce market prices and prices to consumers that all of the 
eurrent production would be moved into consumption and a very significant 
step toward orderly liquidation of Commodity Credit Corporation stocks would 
be taken. 

We are advised that it would be necessary to have additional legislation be- 
fore this program could be instituted. Accordingly, we recommend to the Con- 
gress that section 201, subparagraph (c) of the Agricultural Act of 1949 (Public 
Law 439) be amended to read as follows: 

“(e) The price of whole milk and bacterfat and the products of such com- 
modities, respectively, shall be supported through loans, purchases, or other 
operations at such level, but not in excess of 90 percentum, nor less than 75 per- 
centum of the parity price therefor as the Secretary determines necessary in 
order to assure an adequate supply.” 

The proposed amendment will give the Secretary of Agriculture a sufficient 
degree of flexibility regarding methods he may use to support dairy prices to 
insure an effective program. For example, if the Secretary determines that the 
surplus will be small, he would be permitted to conduct a direct purchase pro- 
gram covering the major products of manufacturing milk and butterfat. Thus, 
if the Secretary estimated the surplus of butter for any given marketing year 
at 100 million pounds, he could purchase the product and dispose of it under the 
school-lunch program, gifts to charitable instiutions and the like. 

If the Secretary determined there would be a huge surplus in comparison to 
the outlets readily available to him, he could conduct a “purchase-immediate 
resale” program such as is advocated under current conditions by the National 
Creameries Association. 

The language of the proposed amendment would suffice also if the Secretary 
desired to institute a stamp plan or some version thereof. Under present con- 
ditions of high employment and relatively low relief rolls, a stamp plan or 
similar program probably would not be appropriate. However, the language is 
sufficient to authorize such a program or a combination of sevéral methods. 

We wish to emphasize that we do not suggest or sponsor a system of direct 
production payments to producers. Our proposals for payments involves pay- 
ments only to plants who would thereupon pass it back to producers. 

You may well ask questions as to the relative costs of these two programs. 
These are very difficult to compute because of the necessity for making certain 
assumptions regarding the increase in consumption which will take place with 
the given change in price and/or change in supply. However, we think that the 





LONG RANGE FARM PROGRAM 2997 


committee can accept a principle of appraisal in this matter which is approxi- 
mately accurate. If the Congress decides that the method to be used in liqui- 
dating current inventories of the Government and domestic production of butter 
and cheese is by reducing prices to consumers to a level appropriate to the 
achievement of such goals, then it may be stated that the cost of a “blended 
price” plan or of a rollback plan that would accomplish the results desired would 
be approximately the same. Thus, the “blended price” plan which, of course, must 
be limited to butter alone, would result in the same cost as the rollback plan 
assuming it were possible under such “blended price” plan to reduce prices to 
consumers to a level which would move the commodity. Our estimates show that 
it would be impossible to reduce prices under the “blended price” so as to accom- 
plish this purpose. 

In closing this particular section, I wish to emphasize that our butter committee 
n the National Creameries Association does not believe that the “blended price” 
plan is administratively feasible. 


Vv. DISCUSSION OF IMPORT CONTROL PROGRAMS 


In considering the general agricultural program, it is the opinion of the 
National Creameries Association and the Dairy Industry Committee that efforts 
should be made to improve section 22 of the Agricultural Adjustment Act, as 
amended. 

From August 9, 1951, to July 1, 1953, imports of dairy products into this country 
were subject to quantitative limitations under section 104 of the Defense Produc- 
tion Act as amended. This section of the Defense Production Act expires July 1, 
1953. Since July 1, 1953, imports of dairy products have been controlled pursuant 
to proclamation of the President issued June 8, 1953, under section 22 of the 
Agricultural Adjustment Act as amended, following hearings by the United 
States Tariff Commission. The volumes of dairy products that may be imported 
pursuant to the President’s proclamation are set forth in appendix B. 

The Tariff Commission and the President moved with commendable speed in 
invoking the powers contained in section 22. However, the basic fact remains 
that under this legislation three faults still exist, as follows: 

(a) The procedure can be quite time-consuming, so that if any administration 
desires the procedure can be so lengthy that serious damage can be done before 
any action is taken, 

(b) Action to be taken under section 22 is discretionary on the part of the 
Secretary of Agriculture and the President. 

(c) The goal of the price-support program authorized by the Agricultural Act 
of 1949 and companion legislation is incompatible with the goals of the Recipro- 
cal Trade Agreement Acts, as amended, leading to confusion and cross-purpose 
operations on the part of different Government Departments. 

The price-support program is designed to maintain returns to producers. 
The Reciprocal Trade Agreement Acts, as amended, is designed to reduce the 
barriers to our foreign trade through the development of trade agreements 
with other nations. 

I will not burden the record with a mass of detail concerning our foreign 
trade and world foreign trade in dairy products, since these data are available 
in the record of previous hearings before this committee. Suffice it to say that 
the international trade in butter approximates 900 million pounds of butter and 
700 million pounds of cheese. 

World prices of butter are largely governed by Government-to-Government 
contracts between the United Kingdom and the major exporting countries of 
Australia, New Zealand, and Denmark. Current prices under such contracts 
are 40.4 cents per pound of Australian and New Zealand first-quality butter, 
and 43.4 cents per pound for butte? from Denmark. (See table 8, appendix A.) 

With United States prices to be established under the newly announced price- 
support program at 57.5 cents per pound, imports from Australia and New 
Zealand would have a competitive advantage in our market of 6.1 cents per 
pound. (New Zealand and Australian price of 40.4 cents per pound, plus 7 
cents tariff, plus 4 cents shipping and handling charges=51.4 cents per pound 
delivered at United States ports.) With such a price situation, we would be 
flooded with imports, thereby markedly increasing our price-support purchases 
and contributing greatly to our very serious disposal problems. 

For the last year or so, a group of us in the manufactured dairy products field 
have been working together in order to develop a program for control of imports 
of agricultural commodities which will serve as a vehicle for the reasonable 
protection of the American farmer insofar as such protection is needed to attain 
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the goal of domestic legislation designed to secure parity prices for farmers and, 
at the same time, to correlate our domestic farm-policy goal and foreign-policy 
goal. This group is composed of representatives of the American Dry Milk 
Institute, the American Butter Institute, the National Cheese Institute, the 
Evaporated Milk Association, and the National Creameries Association. It 
therefore represents practically all of the major manufactured dairy products 
and most of the producers of milk and butterfat whose output is used in manu- 
factured dairy products. 

Our proposal, which we wish to offer to this committee for its consideration, 
provides for amending section 22 of the Agricultural Adjustment Act, as amended. 
We propose that a new paragraph be added to section 22, which would provide 
that imports of any agricultural commodity or product thereof be limited to a 
normal level during any period for which a program was in effect under any 
domestic farm law designed to support, directly or indirectly, the price of such 
product. We suggest that normal imports be defined as the preceding 5-year 
average of such imports, and that imports be limited to this level until prices 
of the supported commodity reach parity and remain there for 3 consecutive 
calendar months. After prices had remained at such level for such period, 
imports could come in without being subject to quantitative limitation, although 
of course the tariff laws would still apply. If prices sank below parity, then 
import controls would again be applied. If it were desired to limit imports more 
than that provided by the normal average or.base, then the authority of section 
22 as it is now could be invoked. 

Our proposal makes it mandatory for the Secretary of Agriculture to limit 
imports to the 5-year period preceding the marketing year for which a program 
for any commodity is in effect. Application of more rigid controls would be at the 
wish of the Secretary and the President, pursuant to current provisions of 
section 22. 

In cases where the 5-year average would not suffice, such as in regard to imports 
of dried whole milk and dried butermilk, the Secretary is authorized to impose 
such additional quantitative controls as he determines to be necessary in order to 
protect the price-support program. 

We respectfully suggest that this committee study this proposal and recommend 
it to the Senate for enactment. 


VI. DISCUSSION OF PROPOSED SELF-HELP PROGRAMS 


I do not wish to burden the committee with a very lengthy discussion of the 
possibilities of developing a self-help program for the dairy industry nor of a 
detailed analysis of the proposal submitted by the National Milk Producers 
Federation. 

We in the National Creameries Association stand ready to cooperate with any 
group which tries to develop a self-help program for the dairy industry. How- 
ever, such proposals are complicated and difficult to appraise, and must be placed 
within the framework of the general agricultural program and should be adopted 
only after the most careful consideration by the industry, Government depart- 
ments, and the Congress. 

Accordingly, in this section I shall deal very briefly with the subject of self- 
help programs. It is recommended to the committee that, in case you desire to 
consider seriously the development of a program whereby, at least on the surface, 
dairy producers would finance the program, you make such a program the subject 
of a separate hearing. This would give all interested parties an opportunity 
to appear and state their case to you, and it is submitted that the subject is of 
enough importance so that this should be done. In other words, it is suggested 
that this committee take no action whatsoever regarding a self-help program, 
irrespective of its sponsorship within the industry, until all of the industry has 
had an opportunity to study the specific proposal and submit its recommendations 
to this committee regarding such proposal. 

The term “self-help” is a catchy term in that it would indicate that an industry 
is helping itself. The proposal now before you requires the -imposition of a 
processing tax on the first processing of milk and butterfat delivered to plants. 
Since the tax is levied on milk and butterfat as delivered, a fast jump is then 
made to the proposition that this is a program financed by producers. 

The question as to whether a program is in fact a program financed by produc- 
ers depends upon the incidence of the processing tax levied on milk and butterfat 
delivered to plants. The mere fact that a tax is levied at any given point in the 
production process does not mean that the tax will be absorbed by the persons 
involved in the transaction at that particular point in the flow of commodity from 
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farm to consumer. Whether producers finance the program depends entirely 
upon the incidence of the tax, that is, the persons in the production and consump- 
tion process who finally bear the burden of such tax. 

With regard to a processing tax on milk and butterfat delivered to plants in 
the United States, it would appear that the incidence of the tax would be about 
as follows: 

(1) With regard to milk delivered to fluid milk plants and sold as fluid milk 
to consumers the tax would be passed forward to consumers to a very great 
degree. Thus under the proposal now before you or any other proposal em- 
hbodying use of a processing tax for financing the program, the processing tax 
levied thereunder would in the end be paid very largely by fluid milk consumers. 
In this regard the processing tax acts as a sales tax. 

(2) With regard to the tax levied on milk and butterfat used for manufactured 
dairy products the tax would be passed back very largely to prolucers. 

Inasmuch as the volume of milk utilized as fluid milk and cream and in the 
form of manufactured dairy preducts is about the same, the net result of a proc- 
essing tax would be that manufacturing milk and butterfat producers would 
regain from the taxes paid by fluid milk consumers an amount of money ap- 
proximately equal to their losses as a result of the tax being passed back to them. 

Under such circumstances of incidence of the tax, therefore it is to be seen 
that any program which is financed by a processing tax on milk and butterfat 
delivered to plants is not a self-help program in the sense that producers bear its 
entire cost. It is only partially a self-help program, and to a small degree at that. 

In addition to the foregoing it is very questionable as to whether it is sound 
Government policy to endeavor to secure the financing to operate Government 
programs from one commodity or industry such as the dairy industry while at the 
same time no effort is made to finance programs for other commodities through 
processing taxes. 

Various estimates have been presented to this committee as to gains to pro- 
ducers under the proposed self-help program. We do not wish to mire down the 
record of this hearing by presenting a series of our own estimates of gains. 

It suffices to show that, under the proposed self-help program, it is assumed by 
proponents that support prices under the self-help program will be maintained at 
higher levels than under a Government support program. This would appear 
to be a most highly questionable assumption. 

It is to be presumed that the level of price supports fixed under either the self- 
help program by the Board, or under a Government operated price-support pro- 
gram, would use the same basic economic criteria in determining price levels. If 
this true, and it most assuredly seems to be a sound and reasonable position, 
then the Board or the Government agency engaged in determining price-support 
levels should arrive at the same level of support prices. If so, estimates of gains 
to producers to be derived from maintaining price support levels higher than 
they would be maintained under the present program do not offer a proper or 
useful basis of comparison of the two programs. 

In addition to the question as to whether this program is actually a self-help 
program, which in view of the above is open to considerable question, the pro- 
gram proposed to this committee has the following objectionable features: 

(1) The proposed Board, being limited to producers or their representatives, is 
not fully representative of the dairy industry or of the public. 

(2) The proposed Board is autonomous. It is not subject to direction by any 
Government official. 

(8) The proposed Board therefore would be granted monopoly powers of vast 
magnitude without any restraints except those the Board might apply itself. 

(4) No limits are established with regard to the levels at which the Board may 
establish support prices. 

(5) No limits are established as to the size of the equalization fees the Board 
may impose. 

(6) Question as to producer gains under the program. Proponents claim that 
producers will benefit from the program. Their analysis on which they base 
such claims, however, rests upon the assumption that the Board would keep 
prices at 90 percent of parity, whereas under the current program support prices 
may be reduced to 75 percent of parity. If estimates of producer gains are made 
on comparable bases, i. e., with Board support prices and Government support 
prices at the same level, producers lose under the self-help proposal, for the 
obvious reason that under the proposal they would pay some portion of the cost, 
whereas the current program is financed by general funds of the Treasury or by 
special appropriation. 
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(7) Noncorrelation with other agricultural enterprises. It would seem desir- 
able to keep the price-support program for the dairy farmer within the general 
framework of current legislation. In any event, no Board representing a single 
producer group in this country should be given carté blanché to support their 
prices at any level they desire, without any consideration of the price relation- 
ships between different commodities. 

(8) Two methods of support are provided—loans and purchases. It would 
probably be desirable in the case of dairy products and some perishable com 
modities to provide for other methods of price support, as well. 

(9) The proposal that permitted imports be purchased and the cost charged 
to the Government is unrealistic. Under such proposal, the United States dairy 
price-support program would become a world price-support program. Imports 
should be subject to direct, quantitative control, as is the case at present. 

(10) The proposal to charge Government for excess milk and butterfat pro 
duced on acreage diverted from the basic crops has some prima facie validity 
However, there is serious question as to whether such program could be 
administered. 

(11) This proposal would create another board within the Government. Weare 
well aware of the fact that governmental operations have become so diffused 
through so many boards, commissions, and the like, that effective governmenta! 
operations have become largely stultified. It is to be doubted that the addition 
of another special board or commission would contribute to more effective opera 
tions by the Government. 

It would seem that the very brief and general analysis of the proposed program 
set forth above would bear out the contention of many organizations that, before 
any such program is seriously considered by the Congress, it should be made the 
subject of a full and detailed hearing, which of course is not possible at this 
time. 

It is to be hoped that the dairy industry can come forward with a unified pro- 
gram in the near future. The fact that my organization objects to various and 
sundry features of the proposed program does not mean that we have abandoned 
any hope of an acceptable program which would be financed by processing taxes 
However, the development of such a program has not been accomplished to date 
and will take a great deal of work on the part of all of the segments of the in- 
dustry working together. 

Mr. Chairman, you have been very courteous in listening to my comments and 
I hope that they have been or will be of some help to you and your committee in 
your deliberations concerning the general agricultural program. If my organiza 
tion and our colleagues can be of any further assistance to you, we would appre 
ciate the opportunity. 


APPENDIX A 


TABLE 1.—Milk cows and milk production on farms, 1940-53 


| 
| Milk cows! Average t 
2years j number ak te on farms 
and older of cows $$ 
Jan.1 | milked 


Total milk productior 


Quantity | Per capita 
| 
| 
| 


Million 
Pounds pounds 
4, 622 109, 412 
4,738 | 115, 088 
1942 | 26, 31: 25, 027 | 4, 736 118, 533 
1943 27, 138 25, 451 | 598 | 117, 017 
1944 } 27 25, 597 | 572 117, 023 | 
1945 787 119, 828 
1946 886 117, 697 
1947 007 | 116, 814 | 
1948 044 112, 671 
1949 272) °* 116,103 | 
1950 314 | 116, 602 
1951 23, 722 , 616 5, 313 114, 841 
1942 23, 368 21, 615 5, 329 115, 197 
1953 24, O% 22, 256 , 447 | 121, 219 
1954 : — nage 


| Thousands | Thousands 
1940 | 24, 940 23, 671 
1941 25, 453 24, 288 


| 
i 
| 
| 


on on oe 








! Preliminary 


Source: Livestock on Farms Jan. 1, and Milk Production on Farms and Statistics of Dairy Plant Prod 
ucts, issued by Agricultural Marketing Service, U. 8. Department of Agriculture. 
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Milk | Milk 


cows | 
} per 100 


Year tion 


per 


produc- 
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milk production and consumption of dairy products, United 


States, 1940-53 


Per capita consumption of dairy products ? 
Fluid 
milk 


, 


Nonfat 


Dry dry 


| Evap- | Con- 


Total 


Ice milk 


whole 
milk 


| people Butter |Cheese* densed 


milk # 


orated 


and milk 


cream 


capita milk 


solids 


cream | equiva 


lent § 


Pounds 
331 
334 
354 


371 


Gallons | Pounds 
} 2 807 
| 791 

$21 


| Pounds 
828 
863 | 
879 


856 


Pounds 
0.1 


Pounds | Pounds 
17.3 1.8 
.8 16.6 | 7 
3 | 16.3 9 | 
4.9 16.9 | 7 
8 13.6 | 9 
6 16. y 
16. 5 
17. § 2.1 
18 1.7 

] 

l 


Pounds | Pounds 
16.7 5.9 
15. 
15. 
ll 


Pounds 
1940. Bed 

1941 
1942 
1943 
1944 846 381 }1 
1945 856 399 10 

146 : 832 ; 10 
947 810 11 
1948 768 3! 9. ¢ 
1949 778 10. 

150 769 d 10 ) 17.4 y 
744 3! 9. § 7 6 2.0 
7. d } 5 15.5 1.9 

LY 


wr wrr 


—~ we GO GO II 


17 9 


oho oe Ore Om DD 


! Farm milk production in relation to census July 1 population including Armed F 
2 Revised series. Data for 1941-53 are civilian consumption only 
All cheese except full skim, cottage, pot and bakers’ 
4 Case and bulk 
5 Whole milk equivalent, fat solids basis 


orces overseas 


TABLE 3.—Purchases and disposition of dairy products under 
program as of Mar. 3, 1954 


price support 


[Million pounds] 


Nonfat dry 


Butter milk solids 


Item ‘heese 


Purchases: 
1952-53 program. .... 
1953-54 program_. 


143, 3 
301.9 


Through Mar. 3_... 5.2 


Disposition: 
Commercial sales 
Negotiated export sales - - 
Sec. 32 sales_.- 
Sec. 416 donations... 
U. 8. Army... “ . 
Salvage sales (flood and fire damage) -.- - 
Animal feed sales 
Research... ._ - 


49 
305. : 


Total 
Available for disposition 


Source: Records of Livestock and Dairy Division, Commodity Stabilization Service, t 


Department 
of Agriculture. 
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TaBsie 4.—Prices paid by the Commodity Credit Corporation under price support 
program, Mar. 1, 1949, to date 


Price (cents per pound) 
Period and commodity ——— pees 


Grade A | Grade B 


Creamery butter 
Mar. 1, 1949, to July 27, 1949 59. 00 
July 28, 1949, to Dec. 31, 1949 62. 00 
Jan. 1, 1950, to Mar. 31, 1951 | 60. 00 
Apr. 1, 1951, to Mar. 31, 1952.__- ae ‘ais ‘ } 66.00 | 
Apr. 1, 1952, to Mar. 31, 1953. __. a | 67.75 
Apr. 1, 1953, to Mar. 31, 1954 é > 67.75 
Apr. 1, 1954, to Mar. 31, 1955 ; 57. 50 

Cheddar cheese (U. 8. Grade A): | 
July 28, 1949, to Dec. 31, 1949_- 31.75 
Jan. 1, 1950, to Mar. 31, 1951 31.00 
Apr. 1, 1951, to Mar. 31, 1952 36.00 |. 
Apr. 1, 1952, to Mar. 31, 1953 | 38. 25 | 
Apr. 1, 1953, to Mar. 31, 1954 | 37.00 | 
Apr. 1, 1954, to Mar. 31, 1955 | 32, 25 


Spray Roller 
j process | process 

Nonfat dry milk solids 
Apr. 1, 1949, to Aug. 31, 1949 12. 25 | 11,00 
Sept 1, 1949, to Dec. 31, 1949 | 12.75 11. 50 
Jan, 1, 1950, to Mar. 31, 1951 | 12. 50 | 10. 50 
Apr. 1, 1951, to Mar. 31, 1952 15. 00 13. 00 
Apr. 1, 1952, to Mar. 31, 1953 17.00 | 15. 00 
Apr. 1, 1953, t> Mar. 31, 1954 i 16. 00 | 14. 00 
Apr. 1, 1954, to Mar. 31, 1955 : woase | 15. 00 13. 25 


1 Basis Chicago termina] market. 


Source: Announcements of the Commodity Credit Corporation, U. 8. Department of Agricu!ture. 


TABLE 5.—Butter production in the 10 most important producing States, 1953’ 


Percent 
of total 


Thousand 

pounds 
Minnesota ‘ 270, 525 
Wisconsin . : ; 206, 805 
Iowa A _ 185, 020 
Nebraska ‘, . 5 ee 78, 320 
Ohio . . J d | 67, 555 
Missouri ; — alssidl 66, 730 
Tilinois 5 a ie 60, 910 
Michigan income sai ait 55, 
North Dakota . cod swend 51, 
Kansas vet ‘ abe 47,3 


Production 


Total, 10 States iad : 2 . 1, 089, 415 
Other States : Y 


United States ine 1, 424, 940 








1 Preliminary. 


Source: Milk Production on Farms and Statistics of Dairy Plant Products, 1953, issued by AMS, U.S 
Department of Agriculture 
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TABLE 6.—-Cheddar cheese production in the 10 most important producing States, 
1953? 


Production 


Thousand 


pounds 
Wisconsin 443, 060 


Missouri RO, 685 
Minnesota 56, 600 
Illinois 53, 980 
lrennessee 42, 090 
Kentucky 33, 195 
Michigan 31, 680 
New York 31, 240 
Indiana 30, 700 


Oregon 23, 925 


Total, 10 States 827, 155 
Other States 147, O85 


United States 974, 240 
\ 


Preliminary 


Source: Milk Production on Farms and Statistics of Dairy Plant Products, issued by AMS, 1 
Department of Agriculture. 


TABLE 7.—Nonfat dry milk solids production in the 10 most important States, 
1952 


Percent 


> , 
Production of total 


Thousand | 

pounds Percent 

Wisconsin | 266, 314 | 30 
Minnesota ‘ 187, 679 21 
New York... 104, 180 1 
Michigan -.. ¥ 41, 309 
Ohio . , 33, 945 
Indiana ‘ 33, 131 
Idaho ' 31, 908 
Missouri 31, 069 
California 25, 523 
lowa inne ; . eames 16, 030 


i) 


mm OS G8 OO Co Go 


Total, 10 States... 771, 088 89. : 
Other States... F G Somali 5 92, 291 | 10.7 


United States. _. oo eno : . 863, 379 | 100.0 


Source: Production of Manufactured Dairy Products, 1952, issued by AMS, U. S. Department of 
Agriculture. 


TABLE 8.—Butter—Contract prices for butter per pound under United Kingdom 
purchase contracts with Australia, New Zealand, and Denmark, 1948-49 to 
date 


{In terms of United States money] 


New 
Zealand 2 
finest 
grade 


| Australia ! | 
choice 
grade 


| Denmark 


Cents Cents 
1948-49 . » | 42.1 42.3 
1949-50 a | 31.4 | 31 5 
1950-51 = ’ 33.9 33.9 
1951-52 { 36.5 36. ! 
1952-53 A : 39. 2 39 


1953-54 . . ibang eniipie “ 40.4 40.4 


! July 1 to June 30 contract year. 
2 Aug, 1 to July 31 contract year. 
5 Oct. 1 to Sept. 30 contract year. 


Source: Foreign Agriculture Service, U. 8. Department of Agriculture. 
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APPENDIX B 


Import quotas on specified dairy products established pursuant to proclamation 
of the President, June 8, 1953 
Quantity 
Article in pounds 
Sutter 7 Z : : a 707, 000 
Dried whole milk_- ; 7, 000 
Dried buttermilk 2 oT — ; 496, 000 
Dried cream Sicdadhaiatahi hin nimasecanns ee ae Sa ; 500 
Dried skimmed milk... _-________ sitiencotitiats ise tntediishialancetblaiiiammbiaiseales Ate ne 
Malted milk, and compounds or mixtures of or substitutes for milk 
or cream___-- a Pe ret ones ae * 6, 000 
Cheddar cheese, and cheese and substitutes for cheese containing, or 
processed from, Cheddar cheese______ a eae 3 12,790, 100 
Edam and Gouda cheese_________ ae sicmee wvacuoasigs 7s OL 
Blue-mold (except Stilton) cheese, and cheese and substitutes for 
cheese containing, or processed from, blue-mold cheese '4, 167, 000 
Italian-type cheeses, made from cow’s milk, in original loaves, Ro- 
mano made from cow’s milk, Reggiano, Parmesano, Provoloni, 
Provolette, and Sbrinz).................. *9, 200, 100 


1 Aggregate quantity. 


PROPOSED AMENDMENT OF SECTION 22 OF THE AGRICULTURAL ADJUSTMENT ACT, 
4s DreveLtopep sy THE DIC SuscoMMirree ON ImMPoRT ConTROL, NOVEMBER 25, 
1952 


“Seo. 22. (a) It is the policy and the intent of the Congress that, notwith- 

standing the provisions of any other law and operations thereunder, imports of 
agricultural commodities or products thereof shall be controlled through import 
fees or quantitative limitations, to the extent necessary (i) to achieve the pur- 
poses of Titles I, II, and III of the Agricultural Act of 1949, or the Soil Con- 
ervation and Domestic Allotment Act, as amended or section 32, Public Law 
320, Seventy-fourth Congress, approved August 24, 1935, as amended, or the 
Agricultural Marketing Agreement Act of 1937, as amended, or any loan, pur- 
chase, or other program or operation undertaken by the Department of Agri- 
culture or any agency operating under its direction, and authorized by the laws 
enumerated in this paragraph (a), or (ii) prevent any substantial reduction in 
the amount of any product processed in the United States from any agricultural 
commodity or product thereof with respect to which any such program or opera- 
tion is being undertaken. In no event shall imports of any agricultural com- 
modity or product thereof be permitted to exceed, during the marketing year 
for which a program to support prices to producers directly or indirectly is in 
effect under any of the laws enumerated herein, average annual imports of such 
commodity or product thereof during the five-year period immediately preceding 
the current program year, unless and until the United States farm price of such 
commodity or product, except for milk and butterfat and the products thereof, 
in which case the United States farm price of butterfat shall govern, reaches (a) 
parity prices as seasonally adjusted for such commodity or product and remains 
at such level for three consecutive calendar months, or (b) such higher levels 
as the Secretary may determine pursuant to section 402 of the Agricultural 
Act of 1949: Provided, however, That the volume restriction set forth herein 
shall apply during any period when farm prices are below parity: Provided, 
further, That the Secretary of Agriculture is authorized to impose such addi- 
tional quantitative limitations of imports as the Secretary may find necessary, 
during the operation of any price support program for any agricultural com- 
modity, to minimize the cost of such purchases, or losses that would be incurred 
in the disposition of any commodity in Government inventory: And provided 
further, That the procedure set forth in paragraphs (b), (c) and (d) hereof 
shall be applicable to the establishment of import fees, but shall not be appli- 
cable to quantitative limitations except in case the Secretary deems it necessary 
to limit imports to levels below the level established pursuant to this 
paragraph (a). 

“(b) Whenever the Secretary of Agriculture deems it necessary to apply 
import fees, or quantitative limitations designed to limit imports to lower levels 
than those authorized in paragraph (a) of this section, he shall so advise the 
President, and, if the President agrees that there is reason for such belief, the 
President shall cause an immediate investigation to be made by the United 
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States Tariff Commission, which shall give precedence to investigations under 
this section to determine such facts. Such investigation shall be made after 
due notice and opportunity for hearing to interested parties, and shall be con- 
ducted subject to such regulations as the President shall specify. 

“(e) If, on the basis of such investigation and report to him of findings and 
recommendations made in connection therewith, the President finds the existence 
of such facts, he shall by proclamation impose such fees not in excess of 50 per- 
cent ad valorem or such quantitative limitations on any article or articles which 
may be entered, or withdrawn from warehouse, for consumption as he finds and 
declares shown by such investigation to be necessary in order that the entry 
of such article or articles will not render or tend to render ineffective, or mate- 
rially interfere with, any program or operation referred to in subsection (a) of 
this section, or reduce substantially the amount of any product processed in 
the United States from any such agricultural commodity or product thereof 
with respect to which any such program or operation is being undertaken: 
Provided, That no proclamation under this section shall impose any limitation 
on the total quantity of any article or articles which may be entered, or with- 
drawn from warehouse, for consumption which reduces such permissible total 
quantity to proportionately less than 50 percent of the total quantity of such 
article or articles which was entered, or withdrawn from warehouse, for con- 
sumption during a representative period as determined by the President: And 
provided further, That, in designating any article or articles, the President may 
describe them by physical qualities, value, use, or upon such other bases as he 
shall determine. 

“(d) The fees and limitations imposed by the President by proclamation under 
this section and any revocation, suspension, or modification thereof, shall become 
effective on such date as shall be therein specified, and such fees shall be treated 
for administrative purposes and for the purposes of section 32 of Public Law 
No. 320, 74th Congress, approved August 24, 1935, as amended, as duties imposed 
by the Tariff Act of 1930, but such fees shall not be considered as duties for 
the purpose of granting any preferential concession under any international 
obligation of the United States. 

“(e) After investigation, report, finding, and declaration in the manner pro- 
vided in the case of a proclamation issued pursuant to subsection (b) of this 
section, any proclamation or provision of such proclamation may be suspended 
or terminated by the President whenever he finds and proclaims that the cir- 
cumstances requiring the proclamation or provision thereof no longer exist 
or may be modified by the President whenever he finds and proclaims that 
changed circumstances require such modification to carry out the purposes of 
this section. 

“(f) Any decision of the President as to facts under this section shall be final. 

“(g) No trade agreement or other international agreement heretofore or here- 
after entered into by the United States shall be applied in a manner inconsistent 
with the requirements of this section.” 


Mr. Reep. The preceding witness indicated this morning that the 
outlook is for increased production. Milk cow numbers as of January 
1, this year, were 1,366,000 head over the same date 2 years ago. Milk 
production per cow last year was the highest of record. The details 
in connection with production trends will be found in appendix 
table 1. 

Mr. ANpresen. Mr. Reed, do you object to answering any questions 
as we go along here? 

Mr. Reep. No, sir. 

Mr. ANDRESEN. You say the highest production per cow on record 
took place last. year? 

Mr. Reep. That is right. 

Mr. AnpreseNn. Is it not also a fact that the lowest per capita pro- 
duction and the lowest per capita consumption took place last year? 

Mr. Reep. The per capita production figures that I have in that 
table, from 1940 to 1953, inclusive, show the highest per capita pro- 
duction in that series was in 1942 at 872 pounds. The lowest per 
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capita was in 1952, at 734 pounds. Last year it was 759 pounds, up 
slightly per capita from the year previous. 

Mr. ANpresen. That was close to the lowest per capita production 
we have had. 

_Mr. Reep. Yes, sir; very close to it. 

Mr. Anpresen. What figures do you have on per capita consump- 
tion ¢ 

Mr. Reep. Those are given in table 2, Congressman Andresen. It 
shows the number of milk cows per hundred people, milk production 
per capita, which was also in the previous table; fluid milk and cream 
per capita consumption, also the per capita consumption figures for 
butter, cheese, evaporated milk, condensed, dry whole milk, nonfat 
solids, ice cream, and total milk equivalent of those particular com- 
modities. Last year the per capita consumption was the lowest in 
this table covering 1949-53, at 682 pounds, as compared with the 
highest per capita within this particular table at 821 in 1942. 

The great decrease in the per capita consumption of dairy products 
has taken place largely in butter. Prewar we used to figure that we 
would have between 16 and 18 pounds of butter consumed per capita. 
In the last 2 years it has been 8.6 pounds. 

Mr. Cootry. How does your milk consumption per capita here com 
pare with per capita consumption, say, in Denmark ¢ 

Mr. Reep. I am sorry, Congressman, I do not have those figures. I 
could not state. I believe that on the whole they are much heavier 
consumers of all dairy products than we are. I believe that is true, 
but I would have to check to be sure. 

Mr. Coo.ey. I was just wondering if you did have any figures. 

Mr. Reep. I am sorry, I do not have those figures. 

Mr. Cooter. As I understand, in Denmark they sell their butter 
and eat oleo. 

Mr. Reep. They are very heavy consumers of butter in almost 
all European countries, including Denmark. 

Mr. Hix. On table 2 I hardly believed what I saw. You do not 
now have as many cows as you did in 1940, 

Mr. Reep. That is correct. 

Mr. Hitz. What about the Department of Agriculture’s figures ? 
Do they agree on that? 

Mr. Reep. Oh, yes, these are taken directly from the Agriculture 
Department figures. 

Mr. Hitz. You do not have as many cows today as you had in 1940? 

Mr. Reep. That is right. 

Mr. Hux. What is going on that you have not been increasing 
them? You had quite a few more cows milked in 1940 than were 
milked in 1953 

Mr. Reev. These are all official estimates of the Department, the 
same figures all of the industry uses in appraising the milk cow 
position taken right from the Department’s books. The reason for 
the marked increase in production is to be found im that column 
headed “Production Per Cow,” which as you will note in 1940 was 
4,622 pounds, and had increased by 1953 to 5,447. The farmers are 
following more effective and efficient breeding, feeding, and hus- 
bandry practices of all kinds. 

Mr. Him. It looks as if your increase started back in 1947 to me. 
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Mr. Reep. The peak cow numbers was in 1945. That is the number 
of cows on farms January 1 at 27,770,000. They decreased to a low 
point in 1952 of 23,369,000. 

Mr. Huw. But you did not get as much milk out of the cows when 
vou had that large number in 1944 as you did in 1947 when you had 
2 million less cows 

Mr. ReEp. You see, what has been happening is that the milk pro- 
duction per cow has been going up steadily and offsetting a reduced 
number of ag 

Mr. Hiv. I do not know what you mean by steadily. But if your 
columns are correct, you had 4,622; and then in 1946 you only had 
4.886. That is not too much. Then you jump to 5,000 in 1947. I 
suppose I have got to believe all these figures, have I? 

Mr. Reep. These are Boma nment figures. 

Mr. Hui. The Government could be wrong. 

Mr. Reep. I suppose they can be, but they are all I have to refer to. 

Mr. Hix. The one place they could be wrong was when they said 
we were going to have a big crop year in 1954. I told them for over 
a year that: the drought area was spreading. Can you get that into 
your head like you have this? 

Mr. Reep. I do not think I understood your question. 

Mr. Hu. I mean to say the drought area has been increasing in 
acreage in the last 3 or 4 years, and it ‘Tooks as if it is still going on. I 
am just asking why they do not tell us that when they talk about all 
these surpluses, 

Mr. Reep. I know it is dry out there. I drove through most of the 
Midwest last fall. 

Mr. Hutu. This could be nothing in 2 or 3 years from now. You 
would not have enough feed to feed these cows and you would wonder 
why you are worrying about a little surplus. 

Mr. Reep. We do not think the surplus is nec essarily a permanent 
thing at all. You will note that our population is increasing rather 
rapidly. If we can saga our per capita consumption figures where 
they are now, in a few years’ time our people will have got to the 
point where they will consume, we believe, our surplus. 

Mr. Huu. Which increased the most from 1940 to 1950—the popu- 
lation of cows or the population of people? 

Mr. Reep. The cows are lower than they were in 1940, and the 
people are millions more. 

Mr. Anpresen. They increased between 30 and 40 million more. 

Mr. Hiux. I say percentagewise, what was the increase in popu- 
lation ? 

Mr. Reep. I do not have that figure at my fingertips. If you care, 
I can get it and file it. 

Mr. Hutu. The increase in population was well up toward 20 per- 
cent, was it not? 

Mr. Reep. It has been at least that much, I would think. 

Mr. Hitt. When you talk about the increase in cows, if you do not 
give the increase in population, you have not given an actual true 
picture. 

Mr. Reep. I do not quite see the point. 

Mr. Hitxt. If your population increases faster than your milk cows 
increase, you should consume more milk. 
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Mr. Reep. What I am showing here is that, in spite of the increase 
in population, we did have more milk than the people had consumed 
last year and it had to be purchased by the Government. 

Mr. Hin. The production per cow increased more percentagewise 
than the population increase, did it not ? 

Mr. Rerp. No, ‘There have been some other changes that are quite 
significant in that. 

Mr. Cootry. If the gentleman will yield and will look at the table, 
it shows an increase in the cow population. We know that there has 
been an increase in the human population. 

Mr. Anpresen. Would not those factors that you have mentioned in 
that table indicate that the poorer cows have been pretty well culled 
out ¢ 

Mr. Reep. Oh, surely. 

Mr. ANbRESEN. Those who advocate now that they should cull out 
more low-producing cows are mistaken in their idea. They will not 
find very many of them. 

Mr. Rrep. I do not think they will. I think the figures there are 
pretty self-evident that the dairy farmer has been keeping right on 
the ball in improving his efficiency of operation. It shows up in the 
production per cow figures. 

Mr. Cootry. Does it not also prove that the only answer to the 
problem is more per capita consumption, because the cow population 
is going down and our human population is going up and still we 
have a surplus? 

Mr. Reep. Look at this figure, Congressman Cooley. If you will 
look at table 2, in 1945 the per capita consumption of fluid milk and 
cream, for example, was 399 pounds. In 1953 it was 352 pounds pe 
capita. That represents a higher rate per capita consumption of fluid 
milk and cream than we had prewar. 

Mr. Coon EY. What page are you on? 

Mr. Reep. Table 2 in the appendix. But, even so, if we could have 
held the 1945 per-capita consumption figure and have had that per 
capita consumption figure of fluid milk and cream last year, we would 
have had no butter surplus. The industry is trying harder this year 
than ever before—many times harder as evidenced by the amount of 
expenditures under the industrywide-merchandising program—to in- 
crease the consumption of all dairy products, and we : hope particularly 
to increase the consumption of fluid milk and cream. 

Mr. Cootry. Is that not the only way you can solve this problem? 
You cannot control it. Nobody has come forward with a control pro- 
gram for the dairy industry. I do not suppose anybody will propose 
one, but are you not going to find your answer right there ? 

Mr. Reep. That is where we expect to. 

Mr. Coorry. You have to get the per-capita consumption up. 

Mr. Reep. That is where we expect to find it, and that is what we 
are working toward. 

Mr. Hit. How do you account for the drop in consumption of 
butter and then the increase in cheese? I am looking at the tables. 
Your table shows a 50-percent cut in butter and an increase in cheese, 
and you have dropped in the pounds of evaporated milk; condensed 
milk stayed about the same; and you doubled dry whole milk; you 
doubled almost the nonfat. You have got to go by comparison on 
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this. I think, from looking over these tables, the dairy situation is 
not as bad as some folks would lead you to believe. 

Mr. Reep. The dairy situation in the short-run is very serious. 
With regard to the decline in the butter market, it is to be noted that 
there has been a decline in the total consumption of table fats, a 
small one—that is, oleomargarine and butter added together. But 
a great part of the decline in butter consumption has been taken up 
by. a very mi arked increase in oleo consumption. Prewar it was about 
2 to 3 pounds per capita. Now it is 8 pounds per capita. 

Mr. Hitt. When you put the butter and oleo together, what do 
you find? 

Mr. Rerp. You are slightly below prewar, 2 or 3 pounds, in total. 

Mr. Coo. = Then you do not attribute all of this to oleo, do you? 

Mr. Reep. Not all of it; no. It certainly has been quite influential, 
but not all of it; no. 

Mr. ANpDRESEN. Let us look at it. In 1939, which was prewar, the 
per-capita consumption of butter was 17.2 pounds. In 1945 it went 
down to 12.8 pounds. That was largely due to the war when people 
were educated by the Government to eat oleomargarine so we could 
ship out more butter to our allies, including Russia and to the men 
in the Armed Forces. Is that not correct ¢ 

Mr. Reep. That is right. 

Mr. ANDRESEN. Because of the restrictions that were put on the 
use of butter by the use of stamps here in the United States, also. 
Then in 1949, before the oleomargarine law was passed, the per-capita 
consumption of butter was 10.4 pounds per capita. In 1953 it had 
gone down to 8.6 pounds per capita. They predicted here earlier in 
the hearings that it would be about 1 pound less in 1954. 

So the problem is being aggravated on account of the use of sub- 
stitutes, to wit, yellow-colored oleomargarine. I think we might as 
well face the facts if we are going to diagnose the case. All this oleo 
fight is water under the bridge, and here we have got a situation created 
by the Government itself that has brought about the decrease in the 
consumption of butter. 

Mr. Cootry. You said this was brought about by the Government. 
The only thing the Government did was to remove the tax. 

Mr. AnpreEsen. They removed the tax and permitted the sale of 
yellow-colored oleomargarine and left butter without any protection 
whatsoever. You may proceed. 

Mr. Reep. J think that sets forth the consumption trends in the dairy 
industry sufficiently for our purposes here, if there are no further ques- 
tions regarding them. The outlook is for butter consumption to con- 
tinue low. While cheese consumption has been higher than prewar 
by a considerable margin for some years, last year it showed a slight 
decrease from 1952 to 1953. As I noted before, the fluid per capita 
consumption is above prewar, but below the 1945 peak. 

Mr. Cootry. May I interrupt you there just one more time. Do you 
know what, if anything, your organizations have done to persuade the 
Secretary of Agriculture to make these surplus butter and surplus 
dairy products ‘available to institutions which are not now using a 
sufficient quantity of butter and dairy products under the law which 
we now have on the books? And let me ask you one thing further: 
What has the Department done to export some of the surpluses and 
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give some to charitable institutions and get rid of it that way? I have 
an idea we have not done enough in that direction. 

Mr. ae The Department of Agriculture has had established now 
for a year or more what it calls the Dairy Task Force Committee. 
That is sietaieatll of representatives of all of the various industries 
making up the total dairy industry—representatives from the butter 
industry, the cheese industry, fluid-milk industry, and so on; repre- 
sentatives also of cooperative handlers or distributors, processors, and 
corporate processors or distributors. 

There have been a number of meetings of those committees to advise 
with the Secretary and his colleagues regarding this problem. Their 
recommendations have been that the Secretar y and the Department of 
Agriculture do everything within their power to expand the utilization 
of these surplus commodities in charitable institutions, both at home 
and abroad; in sales to the Armed Forces; a id in any way that he can 
find available to put the product to a good uve. 

Mr. Cooter. Right there, the Secretary has plenty of authority, as 
you know, under ‘the law. He has a long list of authorities. “My 
only recollection of what the Secretary or the Assistant Secretary said 
on this butter is that they were selling it to the Army at 15 cents a 
pound. It seems to me that under the ‘authori ity he has, he could dis- 
pose of much of his surplus if he would follow the recommendations 
that you just referred to and would use the law that Congress has given 
him to use. 

If he sustains losses by putting this food into charitable channels and 
into institutions that are not likely to buy on the open market, certainly 
nobody in Congress could complain about it. 

Mr. Reep. I do not have the information available to judge the 
effectiveness of the efforts made by the Department of Agriculture 
to distribute as much of these commodities as possible in the outlets 
that they do have available, as you mentioned, under the law. I have 
always been of the opinion, however, that he Department of Agricul- 
ture is a rather efficient organization, and I think they have been 
doing their very level best. As I say, I cannot judge 

Mr. Cootey. What about school-lunch programs? Does much of it 
go through that? 

Mr. Reep. They put quite a bit of butter into school lunches, as I 
understand it. 

Mr. Cootey. What about nonfat dry milk? 

Mr. Reepv. Nonfat dry milk solids to the school-lunch program ‘ 
Yes, that goes into the school-lunch program, too. Also some cheese. 
But there is a question as to how much they can put through the 
school-lunch program. 

Mr. Coorry. That is what I know. There is probably a limit to 
that, but think of all the insane asylums, eleemosynary institutions 
and charitable institutions in this country where they have a need for 
this. Congress has made it available to them if somebody will just 
expedite delivery. 

Mr. Reep. As I say, I am not in a position to judge their effective- 
ness. 

Mr. ANDRESEN. I might say to the gentleman, of course I know you 
do not like to criticize anybody in the Department of Agriculture; 
but the feeding of butter to the men in the Armed Forces was in- 
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stituted by a subcommittee up here a year ago when the Army agreed 
to take 50 million pounds and the Department insisted that they had 
to have 15 cents a pound for this butter. That is for 50 million 
pounds. The Army took over 50 million pounds up to about the Ist of 
August of last year. 

Mr. Cootey. That was a sale. I am talking about giving it away. 

Mr. Anpresen. Then for some unknown reason and because Con- 
gress adjourned, they stopped taking butter and did not take it again 
until we got back here the first of the year. Out of those 50 million 
pounds, they have only used eighteen or nineteen million pounds; 
whereas they could use about 60 million pounds a year for the Armed 
Forces alone. 

[ looked up the other day and I found that we had 107,000 disabled 
men in the veterans’ hospitals who are not receiving any butter. 
They are feeding them oleomargarine. Here the Government owns 
the butter, has paid for it, and I insist that the Department of Agri- 
culture, under authority and existing law, can turn this butter over 
toany other agency—and that goes for cheese or any other dairy prod- 
ucts—without any other cost to any other Government agency. They 
have that authority; they should do it; and I find a lack of aggressive 
spirit on the part of those in charge of handling these surpluses in 
Commodity Credit to move them. 

They send out a letter occasionally, “This butter is available; this 
cheese is available for certain purposes provided by law. If you want 
it, come and get it.” But like the good salesman on the witness stand 
this morning—Mr. Wentworth—they should go out and try to sell 
their product and get people to use it. Maybe we have got to have an 
organization like in tobacco, where we have had men from the Govern- 
ment out trying to create an appetite for the North Carolina tobacco, 
which I approve of. But somebody has got to be aggressively pushing 
this thing all the time. 

Mr. Cootey. Are you familiar with section 8 of the wool bill that 
they brought up here? 

Mr. Reep. No, sir, I have not had an opportunity to study that. 

Mr. Cootry. In that bill I will tell you what is proposed. The Sec- 
retary would be authorized to initiate and prosecute a nationwide 
sales promotional campaign and a nationwide advertising campaign 
to sell more wool, of which we have a deficiency. Something like that 
should be done for butter. Under section 8 he could go out and have 
MGM make a moving picture showing the fine things about wool. 
The more we sell, the more we lose because we are going to have to 
subsidize the difference in the import price and the domestic price. 

I have heard nothing like that proposed for the surplus commodi- 
ties such as peanuts or cotton—which 1s competing of course with wool 
and other fibers—or the dairy products. As Mr. Andresen pointed 
out, I do not think they have done a thing in the Department to get 
rid of the surplus because if they cannot sell it, they at least can 
give it away. I think that is where you should put the heat on, to 
see what they have given away. 

Mr. Reep. We certainly have made many recommendations. 

Mr. Cootry. We made ours just as emphatically as we could. I 
think we gave them every category we could think of. We could give 
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it to foreign countries. We even take it and put it at ship’s side in 
the port cities and tell them to come and get it. 

Mr. Anpresen. You may proceed. 

Mr. Reep. The program that ends as of March 31 this year pro- 
vided 90 percent of parity for dairy farmers for manufacturing milk 
and butterfat. The levels announced under that program were $3.74 
per hundredweight for manufacturing milk and 67.3 cents per pound 
for butterfat. For the coming year ‘the Secret: iry has announced a 
program starting April 1 which he estimates will return to the pro- 
ducers 75 percent of parity, or $3.14 for manufacturing milk; and 
56 cents per pound of butterfat. 

During the last year total purchases under the price support pro- 
gram were, in round figures: Butter, 302 million pounds; cheese, 280 
million pounds; and nonfat, 548 million —— As of March 3 this 
year the stock position of the Commodity Creek Corporation was 
as follows: Butter, 293 million pounds—and that will be somewhat 
larger, of course, by the end of the year. 

Mr. Cooiey. Can you pause there long enough to tell us how much 
they have depleted those stocks? You gave us two figures, one that 
they bought, and one that they still have. How much does that show 
that they have sold? 

Mr. Reep. There have been some dispositions under the program. 
1 am sure my figures cover 2 years. Taking the total of the 1952-53 
and the 1953-54 program—that is the one that is ending March 31- 
the estimated dispositions were 152 million pounds of butter; 50 
million pounds of cheese; and 254 million pounds of nonfat, leaving 
on hand, counting the carryover from the previous year plus pur- 
chases, less dispositions, 293 million pounds of butter as of March 3 
this year. 

Mr. Cootry. How close is that to the first figure you gave? It is 
right at it. 

Mr. Reep. They bought 302 million and we have got 293 million. 
There has been a net movement, considered in that fashion, of about 
10 million. In the previous figures I was lumping 2 years together 
because that is the only basis on which I have them available. For 
cheese, the inventory I have of the Commodity Credit Corporation is 
305 million pounds as of March 3; and for nonfat dry milk solids, 504 
million pounds. 

Now the reductions that the Secretary has made in these price- 
support levels are going to mean great losses to the dairy farmer. I 
was driving through the Midwest for quite some time last fall when 
prices were determined under the last support program; and even so, 
conditions were beginning to look very spotty. We could find any 
number of farm machiner: y operators with huge inventories and the 
products not moving, and so on. This year the reduction in price- 
support levels will mean a loss of income to manufacturing milk 
and butterfat producers of about $300 million. 

Mr. Anpresen. How do you arrive at that figure? 

Mr. Reep. I just take the milk equivalent, milk used in making the 
manufactured dairy products, and multiply it by 60 cents a hundred, 
which is how much the Secretary reduced the support price. 

Mr. Cootey. In other words, it is the difference between 90 and 75 
percent ? 
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Mr. Reep. Yes. If fluid milk prices in these Federal markets and 
all others are adjusted downward in line with this reduction in manu- 
facturing milk prices, farmers stand to lose at least another $300 
million. That is pretty serious; quite serious. On the other hand, we 
have been wondering what in the world else the Secretary could have 
done with the stock position he was facing and with continued heavy 
purchases being in prospect for this coming year. So what we would 
like to do is to point out to you and see if we cannot gain your approval 
of the type of thing that needs to be done so that the’ price-support 
program for the dair y farmer can be made effective under the condi- 
tions which we have now. 

We as producers do not want our program discontinued. We as 
producers feel—and I might say that every one of our members is an 
operating plant; they are local plants produci ing largely butter and 
nonfat dry milk solids—that some method must |e found which will 
move these stocks into consumption. You menvioned a number of 
relief outlets a few moments ago. As far as we have been able to carry 
our analysis, we have come to the conclusion that more is needed in the 
way of a disposal program. We think the way it should be handled is 
to operate a program so as to reduce prices to the consumer so that 
these products will move and until they move, and at the same time to 
keep the support level at a higher level to the producer. In other 
words, the buy and sellback plan is what we recommend. 

Mr. Cooter. What this committee is up against, the Secretary of 
Agriculture is advocating just the opposite ‘from what you are ad- 
vocating with reference to the support price. He is not saying, “Hold 
the price up here.” He is saying “Bust the price from 90 to 75 percent 
on cotton and on wheat and on all these other commodities.” I made 
some calculations hurriedly here the other day on cotton, and it cost 
us $375 million just like that, by the stroke of a pen, the minute he 
drops the price. 

Mr. Hope, I think, made the calculations on wheat, which would 
run up to a comparable amount, about $375 million. If he drops it— 
and he is going to do it—on butter, you say your folks are going to 
get hurt $300 million. While you are getting hurt $300 million, look 
at what the Government is going to get hurt—8 cents a pound on all 
they have. That is about w hat it is at the present time, is it not? 

Mr. Reep. Yes. 

Mr. Cootey. That is inventories depleted overnight just by the in- 
suance of an order. That to me is not solving the farm program at 
all. It is not going to solve your problems and it is not going to solve 
my problems. That is what we are facing now. The Department 
of Agriculture has taken a philosophy that is opposite from yours, 
other than they do put in broad language about selling the surplus 
abroad and selling it here at less price. 

I think you probably understand that the Secretary does propose 
that in his bill; that is, to sell these commodities at a cheap price in 
the domestic market and in the foreign market. If he turns loose all 
his stocks in the domestic market, your domestic market is gone and 
then you are going to suffer some more. 

Mr. Rerep. That is exactly one of the things we are afraid of. 

Mr. Cootry. That is the reason I said you i have to put these surplus 
commodities in the hands of people who would not normally buy 
them. There are the insane people and the people in the penal insti- 
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tutions, in the orphanages, and maybe in the Army and in the school- 
lunch programs. That is where we have got to do it, or give it away 
to suffering people abroad, but he has not done it. 

Mr. Reep. I think our organization would take this position with 

regard to butter and cheese, that if there are to be losses incurred by 
selling this at lower prices, we would prefer that our own consumers 
get the benefit of those lower prices rather than consumers in foreign 
areas, 

Mr. Cooter. If it will work; that is true. 

Mr. Reep. That is right. 

Mr. Cootry. If you can do it. Then comes a question: How low 
will this price have to go before these stocks will move out into the 
market? Remember that when they come into the market, under 
one plan they might come in in direct competition with your new 
production. 

Mr. Reep. We do not know just how much the price will have to be 
cut, but I would like to pinpoint the nature of the problem as we see 
it. First, we do not believe that noncommercial outlets exist for 
anyWhere near a sufficient volume to move these surpluses we now 
have. Second, butter and cheese—cheese to a lesser extent—are 
perishable commodities. Surely, you can keep them in cold storage 
for some time; but we just cannot sit there with them for years. 

Under the Secretary’s announced price support of 75 percent, it is 
our judgment that large volumes will be purchased even at the 
reduced prices under the price-support program. So what is staring 
us in the face is this, that we fear by another year from now, instead 
of having 300 million pounds of butter, we will have twice that much ; 
instead of having 300 million pounds of cheese, we will have twice 
that much; and we will have a billion pounds of nonfat dry milk 
solids. 

Mr. Cootey. Even under the 75 percent support ? 

Mr. Reep. Even under the 75 percent. It will do something, of 
course. A reduction in price of that magnitude is going to move 
some commodities. 

Mr. Cooter. Have you discussed the Secretary’s program with him 
to the point that you now know what he would do if he had the author- 
ity which he has requested Congress to give him with reference to 
selling this in the domestic market at a lower price than is prevailing ? 

Mr. Reep. No, 1 donot. The legislation which we shall recommend 
later on in this testimony has been prepared because heretofore the 
Department of Agriculture has held it did not have the authority to 
institute the purchase sellback plan. I think perhaps if he is given the 
authority, the Secretary will use that authority. But according to the 
current interpretaions of he law in he Deparment of Agriculture by 
their Solicitor, until you give him that authority, their statement is 
that they cannot work this purchase resell plan because it is not au- 
thorized by the law. 

Mr. Anpresen. He does have the authority to sell a commodity 
where there is apt to be a deterioration in the quality at any price 
that he sees fit at any time to maintain the support price at 75 to 90 per- 
cent; but he does not have the authority to make payments to either 
the plants or the producers. 

Mr. Reep. That is what he says, he does not have the authority. 
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Mr. ANnprESEN. But he does have it; if he wanted to deplete the re- 
sources of Commodity Credit Corporation, he could carry out a pro- 
gram which you have indicated you are about to discuss with us. He 
could do that, but then they would deplete the resources of the Com- 
modity Credit Corporation. Isthat not right ? 

Mr. Reep. As I understand it, they hold that they do not have the 
authority to undertake the program that we are recommending, which 
is the purchase and immediate resale. 

Mr. Cootry. As Mr. Andresen points out, he says he has authority 
under the law to sell at less than the prevailing price only if he deter- 
mines that he is doing so because the butter is likely to deteriorate. If 
butter has been in storage for 6 or 8 months, it starts to deteriorate at 
some point and you know that ultimately it will deterioraie. You 
cannot hold it there indefinitely. So it seems to me he could justify 
it even under the existing law. 

Mr. Reep. I might say, Congressman, that in the dairy industry, 
and particularly the groups w ithin the Dairy Industry Committee and 
our organization, have been wor king together for months on end and 
have also worked with the Secretary’s other advisers in the Dairy Task 
Force Committee trying to devise a program which will move these 
surpluses. We have come to the conclusion, after a study of the nu- 
merous plans that have been proposed, that the situation is now at the 
point where the purchase resell plan is the only one under which we 
can cut prices sufliciently to move the commodity. 

Mr. Cootry. Then you would have to have huge amount of money 
to do that. 

Mr. Reep. I would like to make this point. We have carried our 
analysis to the point where we are convinced, and I think it is fair to 
say I believe there are a number of men in the Department who are 
convinced, that if you are going to operate a program of disposal 
which reduces the price to consumers, either through concessions, 
through stamps, or through some kind of blending of the Commodity 
Credit Corporation butter price with the current market price and the 
like, if you develop a program that is effective in reducing consumer 
prices enough to move all of our surplus and the current production, 
then those costs are going to be about the same for any type program 
that operates under that principle of reduction. 

Sometimes I hope I live long enough to be able to come before you 
gentlemen with some good news. But I know that the figures that 
were quoted to you this morning are rather shocking. They were 
shocking to us. One of the less ple: isant tasks of my life is hav ing to 
come before you and explain how very bad this situation is and how 
much money it is going to cost to get out of it. 

Remember, we are dealing actually with 2 years’ surplus. We have 
got 1 year ’s surplus on hand, and we fully expect as much product next 
year. So we would wind up at the end of this coming marketing year 
next March 31, 1955, with double our inventory unless something is 
done about it. We are dealing with very, very large figures. 

Mr. Cooter. You think that a drop from 90 to 75 percent is not 
going to do the job at all? 

Mr. Reep. It is not going to move all of the commodity into con- 
sumption; no, sir. 

Mr. Cooter. Would it actually move any substantial amount of it? 
Your current production is going to be right in there competing. 
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Mr. Reep. It will move perhaps somewhere between 2 to 3 mil- 
lion additional pounds of milk equivalent into consumption. That is 
about what it willmove. But it will not move it all. It certainly will 
not move this current inventory out of Government hands and into 
consumption. 

Mr. Cooter. How long will it be before that butter will go rancid? 

Mr. Reep. I am not enough of a technician, nor am I familiar 
enough with the practices of storing the commodity by the Depart- 
ment of Agriculture, to give you full advice on it. 

Mr. Cootxy. Mr. Holman, who is present, should know something 
about it, because I remember 10 or 12 years ago he had a stock of 
butter and it was going rancid. I think some of it was put into lard or 
something, was it not, or soap ¢ 

Mr. Reep. I do not know—not in my memory. 

Mr. Cootry. Somebody connected with the Government should be 
able to tell this committee whether it will keep 2 months, 2 years, 3 
years, or something. 

Mr. Reep. I do not want to operate under false pretenses and give 
you a defiinte date. 

Mr. Cootey. What happened to all that butter that we had that was 
going rancid ¢ 

Mr. Hotman. Mr. Chairman, it is generally estimated that butter 
without much deterioration will run 9 months. After 9 months it 
begins to deteriorate with some rapidity. It may goto 14 months, I 
do know of butter in tins that has been kept 2 years. I myself have 
kept it 2 years and then had it graded by experts, but it was in her- 
metically sealed tins. It happened to be Land o’ Lakes butter. 

Mr. AnpreseNn. I might say to the gentleman from North Carolina 
I member very well the time to which he referred. At that time the 
Government had around 200 million pounds of butter. One hundred 
and forty-two million pounds went back into the trade during the 
shortage, and there were 37 million pounds left of that amount. It 
was given to foreign countries. Israel got 19 million pounds of it; 
Yugoslavia, 11 million pounds; and the balance was distributed in 
a few hundred thousand pound lots to other countries. 

Mr. Cootxy. Did any of it go rancid and have to be put into oil 
or something ? 

Mr. Anpresen. I do not think so; no. 

Mr. Reep. The point is we have got a lot of butter in hand that is 
already approaching the beginning period when it needs to be dis- 
posed of. The Government has been checking this butter very care- 
fully. That we know. So far it is in good condition. But. again, 
being a perishable commodity, we cannot expect it to keep forever. 
We must move to get rid of it while it is still a good commodity. 

Mr. Anpresen. Would you explain just how you propose to dis- 
pose of the butter, and the cheese, too, I assume? 

Mr. Reep. What we propose is that in brief the price level would be 
set up under the support program, wherever it comes out as a result 
of either the Secretary’s recent action or any action that the Congress 
may take to raise the level. 

Mr. Anvresen. What figure do you suggest that the price level 
be set at? Butter here at retail is selling for 79 cents a pound in 
Washington. How much of a reduction in the retail price of butter 
do you propose in order to move the butter? 
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Mr. Reep. I think we would feel that a reduction to around 50 
cents at retail was absolutely necessary. 

Mr. Coorry. In other words, we take this 57-cent butter and sell 
it back to you at 42 cents, and then it would retail for about 50 cents? 

Mr. Reep. Yes, around 50 cents. 

Mr. Hitz. How long a time would it take to absorb the surplus, if 
ever ¢ 

Mr. Reep. It would take about a year to absorb the current stocks 
of CCC, in our judgment. 

Mr. Hitz. What would you have in storage ? 

Mr. Reep. Under this program, as soon as you get CCC stocks of 

cheese and butter absorbed, you will have no CCC commodities in 
storage. 

Mr. Hitz. Another question comes to my mind. What is the usual 
number of pounds of butter that are in commercial storage? Is it all 
now under the CCC? 

Mr. Reepv. No. The pipelines, so-called, from the manufacturer 
through to the retailer have butter. It is generally estimated as 
necessary to have about 30 million pounds of butter in the channels 
of trade to be sure that you can supply all your outlets. 

Mr. AnpresEN. In the pipeline? 

Mr. Hix. Refrigerated butter, I am talking about; 30 million 
pounds. Now what do they have today? 

Mr. Reep. I cannot answer that figure. I do not believe it is that 
high. I have not looked at the figure just recently. 

Mr. Anpresen. I do not want to interrupt your explanation of this, 
but is there a certain amount of butter in inventories, in stores, in 
warehouses, and in the pipeline? 

Mr. Reep. That is what I am talking about. 

Mr. AnpresENn. That may be 5 million pounds, 20 million or 80 
million pounds. That butter that is in the hands of the retailers and 
wholesalers and in the pipeline will automatically take a drop of 8.5 
cents or 814 cents a pound as a result of this order reducing the sup- 
port price from 90 to 75 percent. Is that right? 

Mr. Reep. That is largely right; yes. 

Mr. Anpresen. I would like to have somebody from your group 
tell us how that loss is going to be made up. 

Mr. Reep. I could not tell you. I think we will have an awful 
time ever making it up. 

Mr. Anpresen. A retailer who has 100 pounds of butter on hand 
and has to mark it down 814 cents a pound is going to take a joss right 
away, is he not? 

Mr. Reep. Quite probably so. 

Mr. Anpresen. You say it is probably so. Is it not so? 

Mr. Reep. I think competition will probably force him to; yes. 

Mr. Hitz. Will it not follow that such a drop in butter is just 
around the corner? 

Mr. Reep. Sure it is, at retail. 

Mr. Hirx. It is just a few days off. 

Mr. Reep. What we are saying is that even with this drop that will 
take place in retail prices under the rice-support program as an- 
nounced by the Secretary just recently, it is still not going to lower the 
price enough so that consumers will eat it all. 
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Mr. Hoeven. Are you acquainted with the mechanics of distribut 
ing surplus butter to the welfare agencies of the United States 
which is presently going on? 

Mr. Reep. No; Iam not. It has been a long time since I was in the 
Department and helped on that program. 

Mr. Horven. You understand that at the present time some of the 
surplus butter is being channeled to welfare agencies and to people 
on relief. The experience in the State of Iowa has been very unsatis 
factory. I understand that about half of the counties have refused to 
go into that type of program, mainly for two reasons. First that they 
do not have the refrigeration facilities in the local communities for 
any sizable amount of butter; and secondly, they are required to haul 
the products from some central distributing point. They just do not 
want to bother with it. 

What is your organization doing to try to help interest people in 
trying to remedy this situation so as to make it possible to get butter 
to the people who can use it? 

Mr. Reep. We do not have any program of actually working with 
the local welfare groups. We leave that to our own local people : at the 
local level to do that. I mean we in National Creameries do not. 

Mr. Horven. You understand it is a program that can be satisfa 
torily worked out if we can get rid of the bottlenecks. We must find 
some means of storing the butter closer to the point of distribution and 
making it a little easier to distribute, not from distribution points 
at a distance but in the local communities. I do not think we would 
have any problem if this could be done. 

Mr. Reep. Prewar—maybe this will be helpful even though it is 
some time ago—I worked on a program where we bought butter under 
what passed for the then price-support program; bought it as a 
surplus removal deal. We distributed that butter through relief chan 
nels. At that time you will recall there were large numbers of people 
on relief. There was considerable of an organization to handle the 
distribution of the butter to the local welfare agencies and on out 
to the people on relief because the relief load was so much heavier 
then. In other words, it was pretty well staffed. 

Now in 1 year we bought 140 million pounds of butter, if my mem- 
ory serves me correctly; and it took us 10 to 12 months, in spite of 
that big relief organization, after we ceased purchasing to distribute 
that butter to the people on relief. Perhaps you can say we were 
very inefficient. It was just the bottlenecks that you are thinking of 
that are serious. People have to travel a long ways to get it, and so on. 

Mr. Hoeven. They cannot get it conveniently, and then cannot 
keep it. 

Mr. Rerp. That is why the stamp plan was invented actually, to get 
around that problem. 

Mr. Hoeven. It seems too bad that, having a surplus of butter, it 
cannot be distributed to needy people and that certain bottlenecks 
prevent it from being done. I am quite hopeful the dairy industry 
will help iron out the situation and break down these bottlenecks. 

Mr. Reep. I do not know how many people are on relief in the 
country, sir. I understand there are somewhere around 3 million 
unemployed. Maybe that could be used asa figure. You see, we have 
a very large volume of butter and cheese in relation to that total. 
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Mr. Cooter. Since the Department of Agriculture apparently has 
not been able to move this butter into relief channels and charitable 
institutions and so forth, why would it not be a good idea for your 
organization and Mr. Holman and other men interested in it doing 
something to advise these charitable organizations and others that 
they are eligible to receive it if they will initiate some sort of a pro- 
gram and make a request? I doubt very much if the orphanages and 
the charitable organizations of this country even know that they are 
eligible to receive it upon the proper showing. 

Mr. Reep. I would be surprised if they did not, but I have no way 
of knowing whether the Department, for example, has done anything 
like that or not. 

Mr. Cootry. 1 doubt if they have. 

Mr. Reep. I do not know how much we could do, but perhaps we 
could consider that. 

Mr. Cootry. It would be easy for you to do it if you have an organi- 
zation reaching into every State inthe Union. It seems to me through 
your organization you could see to it that this propaganda is spread 
among the people who would be eligible. You say, “The butter 
is there; the milk is there; Congress wants you to have it; Congress 
authorized the Secretary to deliver it to you; all you have to do is 
to make your request for it.” 

Before these hearings are over with, I want to insist that the Depart- 
ment of Agriculture show us how much of it they have given away and 
to whom it has been given. 

Mr. Hix. Mr. Cooley, I think that should apply to other surpluses. 
I cannot help but feel that our trobule is surpluses and we have not 
put the pressure on disposing of the surpluses. 

Mr. Rerp. What we are saying, sir, is that in the dairy field it has 
reached the point where any amount of pressure in disposing of it 
through charitable institutions still will not do the job. The load has 
become too heavy for that outlet. 

Mr. Anopresen. If they had started it right at the beginning in 
November or December, and began unloading these things and 
ylanning for it, we would not have the situation that we have today. 
May we get back on what you were explaining. I brought up the point 
of how great the reduction should be. Most of the butter in the hands 
of the Government now cost the Government around 66 cents a pound. 

Mr. Reep. That is right. 

Mr. ANnpresen. And a reduction of 24 cents a pound would bring 
it down to 42 cents a pound to the butter plant or creamer or butter 
dealer. That would be on a wholesale basis. Then he would go to 
work and sell it with this other butter at a wholesale price—I sup- 
pose they have a margin of about 10 cents a pound? 

Mr. Reep. About that; it varies between 10 and 12 cents. 

Mr. Anpresen. That is the wholesaler ? 

Mr. Reep. That is the price from the butter factory where it is 
printed, through the retail channel to the consumer. 

Mr. Anpresen. About 12 cents a pound ? 

Mr. Reep. Ten or twelve cents. 

Mr. Anpresen. That would bring it up to about 54 cents a pound 
to the consumer. Do you think we can move considerable of the but- 
ter at that price ? 

Mr. Reep. I think we could. 
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Mr. Horven. How would that price compare with the best grade 
of oleomargarine ? 

Mr. Reep. It would be approximately twice as much. 

Mr. ANpresen. Oleomargine is selling all the way from 15 cents up 
to 35 cents a pound. 

Mr. Rerp. A big range. 

Mr. Cootey. You point out what the Government’s loss would be 
on 66-cent butter; but on butter produced during the current year, 
the Government would buy it at 57 and sell it back at 42, would they 
not ? 

Mr. Reep. Yes, sir. 

Mr. Anpresen. But they have not bought any yet. 

Mr. Cootry. No, but they will. 

Mr. Anpresen. They have still got this 300 million pounds to dis- 
pose of that they paid 66 cents for. 

Mr. Cootry. You would not want one part of this proposal without 
the other. In other words, your proposition is that the 66-cent but- 
ter be sold back at 42 cents: and that the current production that is 
coming on the market. now, the Government buy it at 57 cents and sell 
it back to you at 42 cents. So all of it would then be 42 cents. 

Mr. Reep. That is correct. 

Mr. Cootry. Then it could move out together. 

Mr. Reep. That is right. 

Mr. Anpresen. That takes place after April 1. 

Mr. Reep. That is right. 

Mr. Anpersen. In the meantime the Government would have to take 
a loss on what it paid 66 cents for, because you also want to move that 
into your consumption channels. 

Mr. Reep. Oh, sure, we want to move it all. 

Mr. Cootry. Twenty-four cents on one and 9 cents on the other. 

Mr. Anpresen. The reduction there, we will say, on the figure you 
have given for the purpose of illustration is 23 cents a pound on present 
supplies of bu‘'er. Al butter, whether it goes into Commodity Credit 
or not, will have the same retail price or the same wholesale price. 

Mr. Reep. That is right. 

Mr. Anpresen. So that really all of the butter will in fact have to 
be channeled figuratively anyway through the Commodity Credit 
Corporation. 

Mr. Reep. That is right. But the beauty of this purchase im- 
mediate resale plan, when the problem is of the magnitude that it is, 
is that it is a paper transaction and the Commodity Credit Corpora- 
tion does not actually take that butter in its inventory. 

Mr. Cootry. You just go ahead and sell it ? 

Mr. Reep. That is right. 

Mr. Cootey. And give a report and they pay you the difference ? 

Mr. Reep. That is right. 

Mr. AnpresEeNn. On the basis of 23 cents a pound reduction in the 
price and the payments? You do not propose paynients to the pro- 
ducer. You propose payments to the plant ? 

Mr. Reep. Payments to the plant so it could pay the producer the 
support price. 

Mr. Anpresen. How much will that be in payments? What is the 
total amount that you figure you would require as an appropriation to 
to make the payments ? 
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Mr. Reep. I think that the estimates given you this morning as 
illustrative of the cost are as close as one can come without actual 
experimentation. We do not not know just exactly where this price 
has got to go to move the commodity and accomplish the purposes 
of the program. 

Mr. AnpresEn. Let us use 23 cents. 

Mr. Cooter. If you will let me interrupt you, he has the figures 
right here. 

Mr. Anpresen. I have not seen those figures. 

Mr. Reep. We agree in general. 

Mr. Anpresen. This was put in the record. 

Mr. Reep. This was put in this morning. 

Mr. ANpRESEN. That is $307 million, and that is the estimated 
amount of the production payments to the plants ¢ 

Mr. Reep. That is on butter. 

Mr. AnpresEN. That is estimated on the total production of butter 
in the country for the next 12 months? 

Mr. Reep. That is right. 

Mr. AnpreseN. So whatever is done will require a payment on all 
butter produced in the United States which would be figuratively 
channeled through the Commodity Credit Corporation for the purpose 
of receiving these payments? 

Mr. Reep. That is right. I might say there in that connection that 
we should bear in mind it is an astronomical figure, but we are dealing 
with a 2-year surplus—what we already have on hand and what we 
fully expect to be purchased under the estimated production condi- 
tions and demand conditions this coming marketing year. 

Mr. Coo.ry. If the Secretary, under the authority he now has, 
should declare this butter to be in danger of deterioration and he broke 
the price to 42 cents, the amount that you fixed, along with it he would 
break the dairy industry, too, would he not ? 

Mr. Reep. It is absolutely unthinkable that these inventories can 
be permitted to go back onto trade channels without some protection 
to the farmers’ support price. 

Mr. Cooter. I just asked that question to emphasize the fact that 
you would not want him to do that unless he were going to underwrite 
the current production. 

Mr. Reep. Absolutely not. What we are trying to do is to recom- 
mend a way out of a very serious situation which will, we think, serve 
the purpose of preserving the farm price-support program for dairy 
products. We are of a very firm view that unless this is done, in a 
year or so the program will fall of its own weight and the farmer 
will have no protection. 

Mr. Cootry. Is there any way that the dairy industry can work 
under any kind of a control program? I do net know enough about 
it to say. 

Mr. Reep. Production control? 

Mr. Cootry. Any sort of a production or marketing program. I 
am not talking about your orders and milksheds and things like 
that. Is there any way you can say, “All right, he will do this on a 
certain production basis or percentage basis” and not just let it go 
skyrocketing ? 

{r. Reep. Years ago—I have to go back to years ago to tell you 
of some of the experiences so I can talk reasonably clearly to you on 
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the matter—in the early days of the old Agricultural Adjustment Act, 
in the spring of 1934, the Department of Agriculture did recommend 
to producers that they reduce production and go on to a regular pro- 
duction control program, and farmers would not accept it. In the 
years since that time, as I have gained further experience in the dairy 

field myself as an economist and operating with people who are not 
economists but are plant operators and farmers and so on in the field, 
I have come to the conclusion that to control dairy production would 
he an extraordinarily ¢cifficult task. 

There are so many farmers, and in particular regard to the gathered 
cream areas and to a lesser extent in the gathered milk areas, “farmers 
shift patronage a lot. They deal in very small deliveries sometimes 
in the cream areas, for example. It is just so hard to do we did not 
see how it could be done. 

That is not to say that in a year or so we might well have to bring 
before you some sort of production-control program. I cannot see 
one now because I have never been able to devise one that we thought 
would be workable, nor has my organization. I frankly have not seen 
any devised anywhere that is workable. 

Mr. Anpresen. Is it not a fact that, prior to 1941, a very substantial 
portion of the milk was fed on the farms to poultry and hogs and 
young cattle ? 

Mr. Reep. There was a substantial portion; yes. 

Mr. Anpresen. They did not have the skim-milk powder at that 
time. 

Mr. Reep. That is right, you did not have near as much. 

Mr. Anpresen. I remember very well that there was was no dis- 
cussion about the surplus problem in dairy products because they 
were feeding so much on the farm. They do not do that now. They 
put it into milk powder now, and they even use the whey that used to 
go down the river. So it seems to me that they might figure out a 
scheme so that there would be a support program on a certain per- 
centage of a farmer’s’production. 

Mr. Cootry. That is what I had in mind. Even on that percentage 
basis, you still have all of these administrative difficulties where farm- 
ers are just giving up a herd and they have 20 cows now and they 
have to keep all those records. It seems to me it would be almost an 
impossible thing to do. 

Mr. Anpresen. They would have to keep so many records and there 
oon be some difficulties. But if the farmer had a herd of 20 cows 

his plant, we could say, “We will only take 85 or 90 percent of 
aout milk; the rest of it you will have to keep at home.” That is one 
way you can control it. That could be done without a great deal of 
difficulty. 

Mr. Reep. I do not’ think you can work any kind of a marketing 
quota scheme for the dairy farmer without having an awful tough 
time. 

Mr. Anpresen. I know it is mighty hard. It would be difficult to 
figure it out. 

Mr. Reep. Of course many people think it is extraordinarily bad 
public policy to reduce the overall production of dairy products. 

Mr. Cootry. Especially when there is a great deal of need for home 
consumption. 
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Mr. Reep. Right. We should concentrate our efforts in the indus- 
iry in trying to increase sales. 

Mr. Cootxy. Is your organization in favor of this self-help pro- 
gram submitted to us yesterday ? 

Mr. Reep. We have given considerable consideration to that. I 
shall reach that shortly on in my testimony. Would you prefer me 
to start answering now, or wait until we get to it? 

Mr. Horven. Do I understand that under your proposal you expect 
to get rid of the surplus in 1 year? 

Mr. Reep. We think it will take about a year’s time. 

Mr. Hoeven. Is there any time limitation on the program? Is it 
just to get rid of the present surplus or is it a continuing proposition 
for other surpluses that may arise / 

Mr. Reep. We would hope it would turn out to be a temporary pro- 
gram. 

Mr. Horven. How are you going to prevent the accumulation of 
other surpluses after you once get rid of the present surplus stocks 

Mr. Reep. We hope by that time that our industry merchandising 
program, all the merchandising efforts of the entire dairy industry, 
and the increase in population, will have been successful and so in- 
crease our total consumption of dairy products that we will not have 
the problem any more. 

3 Hoeven. You express a fond hope and I concur in that but I am 
talking about realities. 

Mr. Reep. We do not know. We cannot answer. 

Mr. Hoeven. Do you not believe that if we once get rid of the sur- 
plus in butter that we will have to devise some method by which sur- 
pluses, if they arise, will have to be dissipated and used immediately 
and not let a surplus accumulate as we have in the past ? 

Mr. Reep. I think that is it. That is one reason we want to get this 
rollback plan in. 

Mr. Hoeven. If this plan has merit why should it not be a contin- 
uing program ¢ 

Mr. Rexp. It would depend first upon several factors, and that would 
be the size of your surplus. I think if you have a huge surplus rela- 
tive to your outlets, t that this type of program is appropriate and 
effective, but there may be years, as there have been many times in 
the past, when your surplus sale would be, say, 100 million pounds of 
butter and 100 million pounds of cheese, which would be channeled to 
relief organizations and the like. In other words, we would like to 
see the program flexible enough so that the actual operation under- 
taken by the Department at any given time would be appropriate to 
the size of the surplus that they forsee. 

Mr. Hoeven. I am sure the industry is going to see to it that here- 
after no such surplus accumulates as we have to deal with at the pres- 
ent time. 

Mr. Resp. We are trying our best to see that it does not, right now. 
But we are certainly stuck with it now. 

Mr. Anpresen. At what point would you fix the support price under 
the program which you have proposed ? 

Mr. Reep. As far as the farmers are concerned I think they are in 
a bad enough situation so that their income should be reduced as little 
as possible. However, it is a matter of money. I do not know how 
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much money the Congress would be willing to appropriate. We can 
certainly say from the economic point of view the manufacturing milk 
and butter producer is not getting rich. I would say he is in a de- 
pressed condition right now. Any further reduction will cause fur- 
ther depression. 

Mr. AnpreseN. Would you fix it at 75 percent of parity or 90 per- 
cent of parity ? 

Mr. Reep. If I had the money to conduct a rollback program to 
move the surplus, I would fix it just as high as I though would be— 

Mr. ANpRESEN. What figure? 

Mr. Reep. | suppose as close to 90 as I could get it. 

Mr. AnvresEN. I am just asking you for a suggestion. Of course 
I value your opinion. You say you would fix it at 90 percent? 

Mr. Reep. I want to make it very clear that under the 75 percent 
program that is now announced, or under the 90 percent program, 
under either one of those we have two problems. One of them is a 
reduction in farm income due to the 75 percent limit, and the other one, 
both under the 75 percent and the 90 percent program, is how not to 
pile up this commodity so that a year from now the consumers of this 
country will see to it that our program is discontinued. 

Mr. ANpresEN. If you use the 90 percent support figure and fix the 
wholesale price at 42 cents, then there would be a Government pay- 
.ment of 48 cents a pound. 

Mr. Reep. It would be—you would fix the payment as high, Con- 
eressman Andresen, as in the judgment of Congress the farmer was 
entitled to under that type of program. 

Mr. AnprEsEN. And that then would double the figure you have 
here as to the cost of it. You have $307 million, with a drop of 23 
cents a pound, and when you get to 48 cents a pound it will cost over 
$600 million. 

Mr. Reep. I did not run the figure off but it will certainly cost more 
money. The higher the support level the more money. 

Mr. Anpresen. Is my addition wrong when I say it would be at 48 
cents ¢ 

Mr. Reep. I think it is about right. 

Mr. AnDrEsEN. I want to be right. If I am wrong I would like 
to have you correct me here. You are an expert on this, and I am 
not. Forty-eight cents a pound payment at 90 percent of parity 
would be, I figure, $600 million. 

Mr. Reep. Congressman Andresen, the rollback here is 15 cents per 
pound on 1.5 billion pounds, and the loss on the butter at 66 cents as 
compared to 42 cents—this would be 8 cents per pound more on the 
1,843,000,000 total, which would give you about $147 million more on 
butter and cheese and the like would go up relatively the same. 

Mr. Anpresen. At 48 cents? 

Mr. Reep. Sir? 

Mr. Anpresen. At 48 cents? 

Mr. Reep. No. You are talking about 48 retail? 

Mr. Anpresen. No, I am talking about your fixing the parity price 
at 90 percent for the producers and then the butter is sold to the whole- 
saler or printer at 42 cents? 

Mr. Reep. That would increase your outlays approximately $147 
million on next year’s production and the cost of removing the current 
inventory. 
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Mr. Anpresen. That would change your figures to that extent ? 

Mr. Reep. Oh, yes. The more the support level is raised from 75 
percent the more the payment would have to be under this program. 

Mr. AnpreseN. What is your position in the present proposed roll- 
back of 90 to 75 percent in the event that your proposal is not enacted 
into law? 

Mr. Reep. I would say this: That I think the choice is between 
whether we have a program for one more year or have no program at 
all after the end of another year, unless we have the rollback. That 
is how serious we think it is. 

Mr. ANpDRESEN. Suppose the rollback is not enacted into law? How 
do you feel about the Secretary’s proposal reducing the support price 
15 percent ? 

Mr. Reep. It will cut income $300 million or $600 million. 

Mr. Anpresen. Are you for it or against it? 

Mr. Reep. I am not for it but I do not see what else he could do. 
But I am not for it. 

Mr. Cooter. Will you yield? 

Mr. ANpRESEN. Yes. 

Mr. Coortey. Who will suffer that $600 million ? 

Mr. Reep. $300 million of it, approximately, will be manufacturing 
milk and butterfat producers and $300 million to producers of milk 
entering fluid milk markets. 

Mr. Cootry. And another $300 million the Government is going to 
lose on the stocks on hand. 

Mr. Reep. It has that loss anyhow, sir. We do not see any way to 
avoid that. 

Mr. Cootry. That is right but that adds up to about $900 million. 

Mr. Reepv.. No. We take account of the losses on that in our esti- 
mates, 

Mr. Coorry. In other words, there will be a loss of $600 million, part 
of which the Government will sustain as a direct loss and the industry 
will sustain a part? 

Mr. Reep. That was farmer loss I was talking about, $600 million. 
We have $300 million worth of products on hand now that may be a 
total loss under this program. That would run it up to $900 million. 
But the point is that we have the $300 million loss now and we do not 
think it is possible to divorce this price-support program from the 
disposal program. 

Mr. Cooter. You have a different situation, of course, from what we 
have in the basic commodities? 

Mr. Reep. That is right. 

Mr. Cootzy. We have cotton that will stay there a hundred years. 
We have a program and we can reduce. We can cut acres drastically, 
as we are doing this year. We can cut it against next year. But you 
people are in a position, it seems to me, where you are almost helpless. 

Mr. Reep. We are. 

Mr. Cootry. You cannot store it and keep it, and you cannot sell it 
at the level of prices that the Government has invested in it. 

Mr. Reep. That is why with a perishable commodity such as this 
the only way to keep the farmer—to keep a support program for him, 
we believe, under the heavy surplus conditions that now exist, is to 
develop this method of disposal which we recommend. We think 
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that if that is not done that the program is going to be wrecked in 
another year’s time. 

Mr. AnprEsEN. What is your opinion on the production for next 
year? Will the dairy farmers have a tendency to increase their herds 
and produce more milk under the lower support price ? 

Mr. Reep. I think probably your immediate reaction—how long it 
will last I am unable to say—would be perhaps straining efforts to keep 
up their production in order to maintain income. But if an industry 
is left in a depressed position for some period of time so that it will 
start using up capital, wearing out sence, not buying fertilizer 
and things like that, you would get a reduction over a period of 
time. 

Mr. Anpresen. How long a period do you figure it would take to 
deplete the capital ? 

Mr. Reep. I think you would start getting some effects within per- 
haps a year 

Mr. Anpresen. I do not agreed with you. I am not an economist 
and I certainly do not agree with an economist because I believe a lot 
of their thinking is on a purely theoretical basis and not actual facts as 
the way they appear. If the farmer’s income is reduced he will keep 
every heifer he has and he will feed as much as he can feed to produce 
more milk to keep up his income and he will do that as long as he can. 
That is what he did last year when the price started to slump off. He 
got a million more dairy cows this year than he had last year. He in- 
creased his herds last year and produced more milk. Is that not right / 

Mr. Reep. He certainly produced more milk. I think there were 
a number of contributing factors. 

Mr. Anpresen. What were those contributing factors? I would 
like to know how an economist thinks. 

Mr. Cootry. Better feed, better husbandry, better cows, better 
breeding. 

Mr. Reep. Mr. Andresen, you and I discussed this before and I do 
not think I have ever been able to satisfy you. 

Mr. Anpresen. You do not come to the point. Get to the point. 

Mr. Reep. I will get the brass tacks just as sharp as I can in this 
way: I think your increase in production last year was perhaps—and 
I will grant it might have been due in part to the motive which you 
say it was, to keep production up so that they could keep their income 
up. Another one is that the alternative uses of the farmer’s labor 
and capital, particularly in beef, were down last year so that instead 
of killing off his cows that he would ordinarily cull, or could have 
culled under the price levels of a few years back on beef, he kept them 
and he also fed rather heavily. 

And again, in addition, is the continued slow but sure increase in 
milk production per cow. It think all those factors are in there. 

Mr. Anpresen. It bears out exactly what I have said. 

Mr. Reep. I also know those factors are in there and I do not know 
how to weigh them. I do not know anybody that does. I have seen a 
lot of studies that show farmers production response to price. When 
you get through you scratch your chin and say they are interesting 
tigures, so what? They do not prove anything. 

Mr. Anpresen. The average farmer does not weigh things as an 
economist does. He keeps his heifers and buys some more and raises 

calves and keeps the heifer calves and tries to build up a herd and get 
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more income. Maybe I am all wrong on my practical side of this 
thing and if I am I would like to know. The quicker I get educated 
the better I will be. I think for the next several years, even under the 
present 75 percent support program, the tendency will be to increase 
the production of milk either by more animals or better feed or what- 
ever you may term it, in order to maintain an income. I do not see how 
you can get away from it. 

Mr. Cootry. You have not argued that point, have you? 

Mr. Reep. I have not disagreed with you. 

Mr. Cootry. He has not disagreed with you on that. 

Mr. Reep. I have not disagreed with you. 

Mr. AnpreEsEN. You say inside of a year—— 

Mr. Reep. That is my guess on it. It would not bet a thin dime on 
that because I just do not know and I do not want to pretend I do. 

Mr. AnpREsEN. You may proceed. I think the production is going 
to increase on dairy products and the Government will be buying 
much more than they have been buying and the consumption will not 
increase materially for butter or other dairy products. 

Mr. Reep. That is all the more reason to enact our purchase and 
immediate resale price plan. We wish to propose an amendment 
either to the appropriate section of the Agricultural Act of 1949 or 
to such other legislation as you may be putting through to amend the 
basic agricultural law to read as follows: 

The price of whole milk and butterfat and the products of such commodities, 
respectively, shall be supported through loans, purchase, or other operations at 
such level but not in excess of 90 per centum or less than 75 per centum of the 
parity price therefore as the Secretary determines necessary in order to assure 
an adequate supply. 

What we have done, rather than to go into a great deal of verbiage in 
the proposal, is to add in the few words “or other operations.” That 
phraseology exists with respect to the other commodities in title 2 
of the act and it would give the Secretary of Agriculture—at least 
we would intend by that language to give to the Secretary of Agri- 
culture authority to conduct the purchase-immediate resale ae 
which we think has to be done under conditions of excessive surpluses 
we face now. If the surplus were small he could conduct a direct 
purchase program such as he does now. Or if the Congress later on 
enacts a different program, some food allotment bill or some stamp 
plan bill or some coupon bill, that would also fit in with this. We 
would like to emphasize that we intend that to apply only to manu- 
factured dairy products. That is, milk and butterfat used in manu- 
factured dairy products and not fluid milk and fluid milk markets. 

Mr. Cootny. That amendment you suggest does the things that you 
want done? 

Mr. Reep. That is what we want done. That authorizes the Secre- 
tary to conduct the rollback program or purchase 

Mr. Cootry. Rollback or sellback ? 

Mr. Reep. Yes, which they think is the appropriate one for han- 
dling this problem today. 

Mr. Cootry. Do you have any idea that the Secretary himself 
will approve that proposition ? 

Mr. Reep. I believe if you give the Secretary authority that under 
the situation he faces today he will do it. 

38490—54—pt. 1910 
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Mr. Anpresen. Do you think he will do it unless Congress provides 
the money to have it done? 

Mr. Reep. These proposals naturally make that assumption, that 
Congress will provide the money. 

Mr. Anpresen. The provision that you have suggested was pur- 
posely left out of the 1949 act? 

Mr. Reep. I know it. 

Mr. Anpresen. For the very reason that at that time, though we 
had the Brannan plan, we did not put itin. Is that right? 

Mr. Cootry. I think that must be it. 

Mr. Reep. I think I discern at this distance a twinkle or two in 
some people’s eyes because I was around when the argument was taking 
place on the removal of the language. 

Mr. Cootey. I am not trying to minimize the importance of your 
proposal but this is in effect the Brannan plan, is it not? 

Mr. Reep. It has certain of the features of the Brannan plan. I 
would not want to see the plan condemned because it is one that does 
have one feature of it. 

Mr. Cootxy. I certainly would not be one to condemn it because any- 
body would call it the Brannan plan. The Brannan plan, as I said 
this morning, is not a proposal that anybody on the committee is for 
In the final showdown the only part of the Brannan plan that ever 
came out of the committee, as you know, was thie trial run proposition 
which did contemplate the Government paying the difference between 
the price that the producer received and the consumer paid. I clearly 
understand what you have in mind but as Mr. Andresen said, I think 
you have many obstacles and difficulties in the way because you have 
the Budget Bureau, you have Mr. Benson, and others. 

Mr. Reep. We are fully cognizant of that, Mr. Cooley. I want to 
reiterate that we are up here trying to give you the results of our very 
best thinking as to what has to be done. Perhaps the Congress will 
see fit to disagree with us. But we believe that this is the program 
that is needed. 

Mr. Coorzy. Is there not a great deal of similarity between your 
program and Secretary Benson's program? TI asked him that direct 
question : If his disposal program were not the Charlie Brannan pro- 
gram, and if the set-aside program were not the Wallace program ¢ 
He did not argue with me about it. So he knows that even under his 
proposal, and he is dealing with all commodities, it will cost us a 
lot of money. Under his proposal it seems to me he might be impressed 
with the argument that you have just made in behalf of the dairy 
industry. 

Mr. Reep. I, of course, have no commitment or anything like that 
from the Secretary but I believe that he will realize the problem is so 
serious and the technique suggested is the only one that we have been 
able to develop so far that offers a chance of success in liquidating our 
surpluses. I think he will agree. 

Mr. Coorgy. I do not think he has done as much figuring as you 
have. 

Mr. Reep. We have done plenty for months. 

Mr. Cootry. Evidently you came here with figures that you think 
the cost to be. I asked Mr. Morse what he estimated the cost of the 
Secretary’s proposal to be, and obviously nobody has calculated it. 
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I can make some quick calculations, and you can on dairy, and on 
wheat. When you get through it is an enormous amount of money. 

Mr. Rep. We have tried to give you the story. We think we owe 
it to the gentlemen of this committee and to the Congress to advise 
them what we think these things in our judgment, approximately as 
they are, will cost, and what needs to be done to get us out of the 
situation we are in. 

Mr. AnpresENn. I told the gentlemen, I believe, for whom I have a 
very high regard, to be sure to give us those figures. Those are what 
we want. We want your views on what the cost of a plan like this 
would be. Do you have any other proposals or amendments to either 
the Milk Marketing Act or the Agricultural Act of 1949? 

Mr. Reep. I have particularly an amendment to propose to section 
2? of the Agricultural Act. 

Mr. Cootry. Before you get to that: Let me make a practical 
suggestion. Why do you not take that amendment of yours and put 
it in the form of a bill and let somebody on the committee introduce 
it and let Mr. Hope send it out for an official report and see what the 
Secretary says about it. That can be done quickly. 

Mr. Reep. This that I have just named ? 

Mr. Cootry. The one that you proposed a minute ago. 

Mr. Reep. I would be glad to do that. 

Mr. Cootey. You can get a draft of it in the form of a bill and give 
it to somebody interested particularly in dairy. 

Mr. Anpresen. He had it. It could be used in the form of a bill 
the way he read it. He has taken existing law and added just 3 or 4 
words to it. 

Mr. Coorry. If put in the form of a bill we can send it to the 
Secretary for a report and we will know what hi: views are. I 
think we will have him in a difficult situation to report unfavorably 
on your proposition and favorably on his. 

Mr. Reep. I will see if I can do that. That suggestion is probably 
very much worthwhile. 

Mr. Anpresen. Do you have another proposal for section 22? 

Mr. Reep. A number of us have been working with the various man- 
ufacturing groups affiliated with the dairy industry committee for a 
number of months, hoping to develop legislation that would strengthen 
section 22. Of course at the present time dairy imports are controlled 
under the President’s proclamation issued under section 22 on June 8 
and that proclamation will be found in appendix B to my statement. 

Mr. Anpresen. Will you include that proclamation in your state- 
ment? 

Mr. Retep. Yes, sir. It is in appendix B of my statement. We feel, 
however, that the basic flaws in section 22 still exist. That is, that 
any administration that wants to can go through a very time-con- 
suming period during which an awful lot of damage would be done. 
Secondly, there is nothing in section 22 as we see it that tends 
to coordinate the farm policy goal of parity prices under agricultural 
legislation and the foreign policy goals under the Rec iprocal Trade 
Acts. We think that Congress should move to strike that inconsistency 
by adopting this particular amendment. It would provide that dairy 
products would be limited in imports, that is, the imports would be 
limited to the preceding 5-year average as long as prices in this 
country were under parity. When they went over parity, the quanti- 
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tative import controls would be discontinued but of course the tariff 
would still remain. We think that would put everybody on notice as to 
what the policy is, that is, until our own farmers are getting parity 
we are only going to let a normal amount come in, the normal defined 
as the prec eding i 5-year average. 

Mr. Cooter. I think I follow what you have in mind. You are 
aware of the fact, are you not, that the President just refused to 
do that with regard to wool just the other day, although that is a 
deficit crop. We have somewhat the same proposal for wool that 
you have for the dairies. He refused to invoke section 22. 

Mr. Reep. He did invoke section 22 on dairying. 

Mr. Cootey. I know he did. Mr. Andresen put that in there. 

Mr. Reep. We think it should be st aciniaed in that way. 

Mr. Cootry. You think so but you have to be practical. You are 
dealing with a situation where you know that the President is not 


going to use section 22. 

Mr. Reep. Even so, we are recommending it to you, and commend- 
ing it to you and hope you will pass it. 

Mr. Cootry. We will take it under serious consideration. 

Mr. Reep. We have spent a lot of time and thought on it and tried 
to come out with something that we think is reasonably good, and 
we do wish to commend it to your attention. A few questions were 
asked a moment ago about the self- help program. First, I would 
like to talk about the self- -help programs in general. 

(The following statement was submitted for the record by Con- 


gressman Dague. ) 


A PROGRAM FOR THE DAIRY INDUSTRY—STATEMENT OF JOHN C. YORK, ECONOMIST, 
EASTERN MILK PRODUCERS COOPERATIVE ASSOCIATION, SYRACUSE, N, Y. 


Eastern Milk Producers Cooperative, the largest dairy farmers bargaining co- 
operative in the United States, is comprised of over 8,000 members located in 
the North Atlantic States. The following statement is presented on behalf of 
that association. 

In an effort to sustain stability in our economy, Congress has established cer- 
tain price safeguards for the benefit of all people. It appears that, in some 
instances, these benefits may have accrued to the advantage of one group more 
favorably than to another. It has been said that the dairy industry supports 
the livelihood of 1 out of every 12 people in the United States, either directly 
or indirectly. This does not take into account the fact that the dairy industry 
has an effect on many independent industries, including such important ones as 
the farm implement industry, automotive industry, durable goods industry, and 
many others. 

In establishing certain price safeguards, the Government has supported through 
its price support program, many agricultural commodities, including dairy prod- 
ucts at 90 percent of parity. Yet, it seems to be unknown to many of the rank- 
and-file laymen that Government supports are used to support prices of other 
agricultural commodies apart from the dairy industry as well as industries not 
characterized as agriculture. Such ignorance may explain the frequent criti- 
cism of support prices, particularly dairy support prices. 

Butter, for example, has been singled out for criticism under the support pro- 
gram, although other commodities have been supported by the Government to 
a larger extent than butter. Perhaps this is caused by the fact that the average 
consumer can easily understand the significance of a pound of surplus butter, 
while it may be difficult to see the importance of a bushel of surplus wheat, a 
pound of surplus cottonseed oil, or a bale of surplus cotton. Therefore, it seems 
important to outline some aspects of the support price structure and its impact 
on our total economy, particularly in view of the present program to support 
dairy products at 75 percent of parity, a reduction from 90 percent, as announced 
on February 15, 1954. 
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Dairy products contributed an average of 13.3 percent of the national farm 
income during the 4-year period, January 1, 1949, to December 31, 1952. Relative 
to wheat, dairy products were more than twice as important; to corn, they were 
over three times as important; and as compared to tobacco, dairy products 
contributed almost four times as much to United States farm income. Cotton 
was hardly more than half as important as dairy products, and peanuts were 
less than one-twentieth as important. 

The Commodity Credit Corporation spent $555 million, or about 9 percent, of its 
total price support funds on dairy products during the period January 1, 1949, 
through November 30, 1953. During this period, peanuts received about one- 
half as much price support money as did dairy products. It will be recalled 
from the previous discussion that dairy products contributed over 20 times as 
much farm income as did peanuts. During the 5-year period, 1949-53, $280.4 
million were spent in supporting butter prices, while $289 million were spent 
on peanuts. 

Peanuts and tobacco together represented 9 percent of CCC expenditures in 
supporting prices between June 1, 1949, and November 30, 1953. During the 
same period these commodities contributed less than one-third toward total 
United States farm income as compared with the total contribution of dairy 
products. Also, during the same period the CCC spent almost 2% times as 
much money on supporting cotton prices as it did on supporting dairy prices 
In terms of its contribution to United States farm income, dairy products were 
1.7 times as important as cotton. 

Support spending on wheat and corn present a striking contrast to the amounts 
spent on dairy supports. The CCC expenditures amounted to $4.3 billion on 
these two commodities of which wheat received the lion’s share. As compared 
to the $550 million spent on dairy supports, Wheat and corn together received 
780 percent more Government aid. Of the total CCC investment, wheat and corn 
together received 49 percent, as compared to dairy products’ 8 percent. Wheat 
and corn contributed together 10.4 percent of the national farm income, while 
dairy products contributed 13.3 percent. 

The price-support programs adininistered by the Commodity Credit Corpo- 
ration have resulted in a total net loss to the Government of about $1.2 billion 
since they were started in 1933. Of this loss, dairy products contributed only 
about 14 percent. 

It is interesting to note that as of January 6, 1954, the Government held 260 
million pounds of butter and 968 million pounds of cottonseed oil, a principal 
ingredient in the manufacture of oleomargarine, exclusive of other vegetable 
oils held by the Government. These amounts represent $174 million for butter 
and $178 million for cottonseed oil. The public hears a great deal about the 
former. Not only does the Government hold more pounds of cottonseed oil than 
butter in storage, but also the Government's holdings represent more money in- 
vested in cottonseed oil than butter. 

Dairy farming requires a relatively heavier investment in machinery and 
equipment than other types of farming. In terms of the average net income on 
dairy farms in the three regions of Central Northeast, east Wisconsin, west 
Wisconsin for 1952, the investment in machinery and equipment was 111 percent. 
In other words, the value of machinery and equipment on dairy farms in 1952 
was 11 percent greater than the annual net income. 

In the case of cash grain farms in the Corn Belt, on the other hand, the invest- 
ment in machinery and equipment was only 65 percent of annual income. Other 
types of farming ranged as low as 10 percent of annual income in machinery and 
equipment investment. 

The obvious conclusion is that dairy farmers are the greatest spenders for 
these industrial products which are vital to the health of our economy. 

Dairy farmers have suffered increasingly during the last 2 years. Their plight 
has become well-known as the “cost-price squeeze.” The cost of producing a 
hundred pounds of milk in 1952 was $5.72. The average uniform price for milk 
testing 3.7 percent butterfat that year was $4.68 per hundredweight. The aver- 
age producer in the New York pool makes 395 pounds of milk per day, or 144,570 
pounds in 1952. His gross income on his dairy operation was $6,768. His gross 
dairy production costs were $8,269, giving him a net loss of $1,501. 

A reduction of 5 percent in the parity level will reduce the average annual 
gross income of the dairy farmer of the Northeast by about $200. A 15 percent 
cut, or reducing dairy supports to 75 percent of parity, will lower the average 
dairyman’s income about $600. 
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With parity slashed to 75 percent, New York milkshed farmers will lose about 
$2 million per month. Milk producers in the North Atlantic States will lose 
annually approximately $67 million, and producers in the United States will lose 
approximately three-quarter billion dollars. 

These remarks do not deal with the economic interdependence of dairy farming 
in the national economy. Suffice it to say that agriculture is the greatest single 
industry and that the dairy industry is the greatest agricultural industry. Con- 
sequently, any price change in the dairy industry affecting the returns of dairy 
farmers will, in turn, affect the national economy. A prosperous agriculture, a 
prosperous dairy industry, is essential to a prosperous national economy. 

Based on the above considerations, Eastern Milk Producers Cooperative Asso 
ciation, speaking not only for its own 8,000 members but in the interest of al! 
dairy producers, is of the firm belief that dairy products must be supported at 
90 percent of parity. This level of support prices is essential to avert a serious 
national financial disaster among milk producers. 

Given the desirable support level of 90 percent of parity, Eastern Milk Pro 
ducers Cooperative Association is of the opinion that a sound program for the 
dairy industry must provide first of all for the disposal of existing surplus stocks 
in the hands of the Government, in such a manner that there will be no inter 
ference with normal marketings of milk and dairy products. We believe with 
President Eisenhower that the threat of huge surpluses must be removed from 
current markets. The President very wisely indicated in his message of January 
11, 1954, to the Congress that the surplus stocks “can be insulated from the com 
mercial markets and used in constructive ways.” 

To dispose of existing stocks of butter we submit two suggestions: 

First, the Armed Forces and the Veterans’ Administration should cease pur- 
chasing oleomargarine and should purchase butter instead from the Commodity 
Credit Corporation at a price competitive with oleomargarine. Insofar as the 
Armed Forces are concerned, a plan for this was announced in the spring of 
1953. Nevertheless, purchases of butter by the Army, which does the buying 
for all the Armed Forces under this arrangement, have been at a rate considerably 
lower than oleomargarine consumption in 1952. In that year oleomargarine 
consumption by the Armed Forces amounted to 54 million pounds, according to 
tigures released by the Department of Agriculture. Compared with this, pur- 
chases of butter by the Army under the special arrangement with the Commodity 
Credit Corporation have amounted to only 19 million pounds since June 10, 1953. 

With respect to the Veterans’ Administration, it is our understanding that. this 
agency is only now getting started in purchasing butter for huspitalized veterans 
from the Commodity Credit Corporation. 

It is obvious, therefore, that in both the Armed Forces and in the Veterans’ 
Administration there exists an outlet for surplus butter which has not been fully 
atilized. 

Second, an intensive effort should be made to utilize overseas outlets. In this 
connection, we recall that in 1951 the Congress appropriated $190 million for the 
purchase of wheat for shipment to India on a basis which was little short of 
donation. While we recognize that the incentive for this action was something 
other than the disposal of surplus wheat, we nevertheless feel that India offers 
a possible outlet for butter. Butter can be converted to the oil product known 
as ghee, which is commonly used by the population of India. We would suggest 
that our Government undertake negotiations with the Government of India with 
a view of disposing of our surplus stocks of butter in that country. 

With respect to stocks of cheese, be believe that, given a sufficient period of 
time, these can be disposed of through the school lunch program and other insti- 
tutional feeding plans, provided that the permanent dairy program adopted does 
not call for substantial further purchases of this commodity. 

Stocks of dry skim milk can be disposed of to special areas in Western Europe 
and Asia without interfering with normal channels of trade. 

These remarks relate to the problem of disposing of existing surplus stocks. 
There remains then the question of the broader program for the future, a program 
which would avoid the accumulation of such stocks. 

In his message of January 11 to the Congress, the President recommended a 
program for wool which would embody among other things the following 
features: 

(1) Prices of domestically produced wool are to be permitted to seek their devel 
in the market ; . 

(2) Direct payments are to be made to domestic producers at a rate sufficient 
to give producers an average return equivalent to 90 percent of parity. 
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We fail to see why a program of this nature should not be feasible also for 
milk and dairy products, and we suggest that this approach be further examined. 

Recent press reports indicated that the Department of Agriculture plans to 
dispose of existing stocks of butter to domestic consumer's through some arrange- 
ment whereby the average cost of the butter procured by consumers would be 
lowered. The question may justifiably be raised as to how this plan differs from 
the proposed wool type of program. To us the only difference seems to be that 
the butter operation was roundabout, cumbersome, and admrinistratively costly. 
It would seem that rather than buy butter at the support price, only to dispose 
of it later at lower prices in domestic markets, it might have been better to sell it 
at the lower prices to begin with, and thus avoid all the costly purchasing and 
storage operations. A further advantage of the wool-type-of-program approach 
would be that the lower price could be made applicable to all dairy products, 
which would obviate the need for funneling all the surplus milk through the 
creamery and cheese factory, as at present. In other words, under the wool type 
of program, the surplus would be consumed without being first purchased and 
stored. 

CONCLUSIONS 

1. Dairy products contribute more toward the nationa] farm income than any 
other agricultural commodity. 

2. The Government has spent less money on supporting dairy products than 
any other important agricultural commodity. 

3. Losses incurred by the CCC in supporting dairy products have been rela- 
tively low. 

4. Dairy farmers invest relatively more money on machinery and equipment 
and a reduction in dairy farm income will seriously affect the industrial economy. 

5. A reduction in the support price on dairy products is discriminatory and 
further aggravates the current cost-price squeeze on dairy farmers. 

6. New York milkshed dairymen will lose $2 million per month. 

7. The survival of dairy farmers requires the maintenance of the support price 
for dairy products at 90 percent of parity. 

8. Existing surplus stocks of dairy products should be disposed of to the 
Armed Forces, Veterans’ Administration hospitals, the school lunch program, and 
overseas outlets. 

9. A permanent dairy program should follow the lines of the proposed wool 
program. 


Mr. Anpresen. We will adjourn the meeting on the dairy situation 
until Tuesday, April 6. In the meantime, we will see what happens 
on April 1 and you may be in a better position to make an additional 
presentation to the committee. 

The committee is in recess until April 6 at 10 o’clock. 

(Whereupon, at 3:53 p. m., the committee was adjourned.) 
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TUESDAY, MARCH 23, 1954 


House or Represenrarives, 
COMMITTEE ON AGRICULTURE, 
Washington, D. C. 

‘The committee met, pursuant to recess, at 10 a. m., in room 1310, 
House Office Building, Dinecsentadine Clifford R. Hope (chairman) 
presiding. 

Present: Representatives Hope (chairman), Andresen, Hill, Hoe, 
en, Dague, Martey, Lovre, Belcher, McIntire, Golden, Williams. 
King, Harrison, Poage, Grant, Gathings, McMillan, Abernethy, Ab 
bitt, Polk, Wheeler, and Herlong. 

The Cuarrman. The committee will come to order. 

The committee has met this morning for the further consider 
ation of legislation relating to the price support program and the 
disposition of surplus commodities, all of which are covered by numer 
ous bills pending before the committee as well as a committee print 
embodying the ideas expressed in the President’s message. 

We have with us first this morning a group representing the pro- 
aucers of honey, as the Chair understands it, and also the honey pack 
ers and dealers. The Chair has before him a list of five witnesses but 
it is his understanding that the main presentation will be made by Mr. 
Root and the others will make shorter statements. 

Is the Chair correct in that understanding? 

Mr. Roor. That is correct; yes, sir. 

The CuarrmMan. With that understanding we will be glad to hear 
from you at this time, Mr. Root, and you may present the others in 
your group as you see fit, as you go along. 

Mr. Roor. Yes, sir. Thank you, Mr. Chairman, and members of 
the committee. 


STATEMENT OF ALAN I. ROOT, CHAIRMAN, HONEY INDUSTRY 
COUNCIL OF AMERICA 


Mr. Roor. I might say in the beginning that this statement which | 
have takes about 15 minutes for me to present. The other witnesses 
will average 2 to 3 minutes apiece. I do not know how much time we 
have available this morning, but we will try to judge our time by 
what is available. 

The Cuatrman. The amount of time that you spend before the 
committee will in all probability be determined more by what the 
committee does than by what you do. We do not know how much 
time you are going to take because I do not know and the good Lord 
does not know how much time the committee will take. 


3035 
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We like to take time to go into these subjects and sometimes it takes 
a long time and other times less. We want to give you ample time 
for you to present your statement and for the c ommittee to interrogate 
you on it. That is the understanding with which we will proceed. 

You may proceed, Mr. Root. 

Mr. Roor. I am Alan Root, the chairman of the Honey Industry 
Council of America. The Honey Industry Council in conjunction 
with the four national organizations of which it is composed, is 
pleased to submit to the Congress and to the United States Depart- 
ment of Agriculture its recommendations for a program for honey. 
In most respects it is in conformity with the agricultural policy of 
the administration in regard to all agricultural programs. 

That portion of our recommendation which we are submitting to 
Congress was prepared at the national industry meeting held in Balti- 
more, Md., the last week of January. At this meeting ‘deleg: ates from 
40 States were present along with all elements of the bee and honey 
industry. 

May we explain briefly so that you will know who we represent. 
The Honey Industry Council of America is an overall national or- 
ganization made up of 9 men; 4 representing the American Beekeep- 
ing Federation, which is the national producers’ organization; 1 
member from the American Bee Breeders, also a producers’ group who 
specialize in the raising of bees and queens; 2 members from the Na- 
tional Honey Packers and Dealers Assoc iation, which represents some 
25 honey packers and around 75 to 80 percent ‘of the honey packed in 
the country: 2 members from the Bee Industry Association, which 
represents 17 bee equipment manufacturers. 

We mention the above to show that this recommendation we are 
about to give was arrived at by the best democratic means available 
to the industr y to obtain a true expression of the feeling of the indus- 
try in this matter. No doubt some individuals will feel it does not 
go far enough and possibly others may feel it is not needed. We feel 
it is needed and reasonable. 

We respectfully recommend that in the preparation of any new law 
covering support for agricultural crops honey be placed under man- 
datory support on the same flexible basis as in the Agricultural Act 
of 1949 rather than under permissive support as has “been proposed 
to Congress. 

The present law simply states that the price of honey shall be 
supported through loans, purchases, or other operations at a level 
not in excess of 90 percent or less than 60 percent of the parity price. 
In the past 4 years support for honey has varied between 60 and 70 
percent of parity. This supported honey at an average price of 9 
cents in 1950, 9.9 cents in 1951, 11.4 cents in 1952, 10.5 cents in 1953. 

In order to show why this industr y warrants ‘your time this morn- 
ing and why it deserves support, we ‘think we can best illustrate this 
by. quoting from the first paragraph of Bulletin E-584 issued by the 

JSDA, Bureau of Entomology and Plant Quarantine, Publication 
38280. Incidentally, the author of that is here this morning, Dr. 
James I. Hamilton, of the Bee Culture Laboratory. If there is time 
I hope that he might be able to say a word or two about pollination 
because he is the outstanding authority in this country and possibly 
the world on this subject. But I am quoting from the first paragraph 
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of that bulletin, and part of the other portion of this will also be taken 
from the bulletin. 

Most people have some appreciation that honeybees are the only source of 
honey and beeswax. Few realize, however, that although the beekeeping in- 
dustry produces in excess of 200,000,000 pounds of honey and 4,000,000 pounds of 
bees wax annually, these are merely byproducts, and that its principal role is in 
the pollination of the many agricultural crops for the production of seed and 
fruit. Without the help of insects to effect pollination, many species of plants 
will not set seed or produce fruit no matter how well they are cultivated, ferti- 
lized, and protected from diseases and pests. 

Mere than 50 agricultural crops are dependent upon the honeybee for cross- 
pollination or yield more abundantly when bees are plentiful. The presence 
of adequate bee population means increased yields and lower costs of production 
for such crops as fruit, vegetables, legume seed, cotton, et cetera. It enriches 
the land by making legume seed plentiful and indirectly reduces the production 
costs of meat, milk, wool, et cetera. 

More than 80 percent of the insect pollination in our country is 
done by honeybees. They pollinate and are essential to production of 
our legume seeds, almost all of our vegetable crop seeds, with the 
exception of potatoes and tomatoes, and virtually all of our berries 
and fruits except citrus fruits. Modern agriculture with its intensive 
farming and lack of fence rows has destroyed the nesting places of 
wild pollinating insects. 

The modern use of chemicals to spray for injurious insects further 
destroys these pollinators. This has thrown onto the honeybees al- 
most alone the work formerly done by the wild insects, a point well 
worth noting in any consideration of bees and honey for it is little 
recognized by the average person. 

The value of honeybee pollination now is rated at from 15 to 100 
times that received by the beekeeper for honey and beeswax. Yet 
honey production makes practically all of this benefit to agriculture 
possible. 

In some sections of the country this pollination service can be sold 
to the farmer but not to an extent that the beekeeper can maintain his 
outfit or make a living. Bees have been taken for granted for so 
long and the crops receiving pollination are in such scattered acreages 
that beekeepers must rely alone on the honey they sell for their com- 
pensation for this service. 

Before honey was included in the Agricultural Act of 1949 the 
industry was showing signs of a very unstable market. Honey had 
come down from an average price of 24.9 cents per pound in 1947 for 
all packs to the farmer, to 15.2 in 1949, and scattered lots were re- 
ported at prices that indicated further adjustment and severe trouble 
ahead. 

At this point I must pause and say that we made a typographical 
error on the original statement that was given to you, in that 15.2 
was shown as 11.2. I am sorry this occurs. However, it still shows 
what I intended it to show, and that is that a large adjustment had 
occurred before honey was pegged by the price support of 1949. 

Without going into all of the details of the support program over 
the past 4 years, the industry is still contracting in the number of 
beekeepers, whereas as a matter of fact, for the best interest of 
modern agriculture it should be expanding. However, we are not 
asking for an expansion. The industry is still confronted with a lack 
of young men continuing in the footsteps of their fathers and too 
many old timers are giving up their bees. 
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Let’s compare for a moment beekeeping in 1900 and beekeeping 
today. In 1900, from the United States Census figures, we find that 
there were approximately 4 million colonies of bees, and from the 
Bureau of Agricultural Economics in 1953 it shows 5,500,000. That 
is an increase of only 37 percent whereas our population has gone up 
from 76 million to over 160 million. I cite that merely to show that 
our industry has not been overstimulated by price support and that 
we still need increased quantities of bees. 

The main benefit the industry has received from the present price- 
support program is not from the relatively small amount of money 
received in direct payment from the program but from a stabilized 
and orderly market. I think price support has worked probably 
better with honey than it has with most commodities. It has really 
stabilized the industry. Today there is only a little more than $300,000) 
worth of honey under loan and purchase agreements in the country 
out of a crop of something like 37 million with packers and dealers 
organizations to purchase all of this amount if at all possible, and 1: 
certainly seems likely that this can be done. 

There is no large surplus of honey in the country. The cost of the 
support program has been relatively light, and with the support leve| 
kept just under the stimulating point there is no reason to anticipat: 
that it should be an expensive or embarrassing matter to the Govern 
ment. 

The market price of honey in 1953 has been a cent or more above 
the average siipport level of 1014 cents used in the 1953 marketing 
season but this 1s slightly below the price it was selling at in 1926 
and still below the production cost in many areas of the country, 
otherwise we would not be losing beekeepers over the past 4 years. 

Our present organizations in the industry are growing and work- 
ing hard to put some self-help programs into effect. At some time 
in the future we hope that these will eliminate the necessity for a 
support program. In the fall of both 1952 and 1953, with the help 
of the USDA, nationwide point-of-sale promotion programs fo 
honey were carried out with excellent results in the way of increased 
sales. That certainly points the way for our industry. 

For the 1954 crop, the honey packers and dealers and producers 
will start building for the future with a voluntary tax on each of | 
cent per 60-pound can of honey produced or purchased. Manufac- 
turers of hives and equipment are also voluntarily contributing a 
percentage of their sales. The money will be used for the promotion 
of honey by routing it through the marketing committee of the Amer- 
ican Beekeeping Federation and the American Honey Institute. 

We hope to raise the annual consumption of honey above the 114 
pounds per capita level that has existed for some years. Only one 
extra half pound per capita per year would utilize all of the surplus 
and eventually make price support unnecessary and this is the goa! 
that the industry is working towards. 

Following the harmonious and successful national meeting held in 
Baltimore in January 1954 the organizations and the Honey Council 
requested of the United States Department of Agriculture that honey 
be supported during the 1954 marketing season at 75 percent of parity 
or not less than the dollar-and-cent level prevailing during the 1953 
marketing season, or namely an average of 1014 cents. Also the rein- 
statement of the diversion subsidy at the present rate and the expori 
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subsidy program at a reduced rate as crop conditions indicate the 
need. 

We believe that the Department of Agriculture is well aware of 
the importance of the honeybee and we are hopeful that they plan 
to continue supporting honey in some manner and giving aid and 
advice to the industry in its marketing problems. 

Over a period of time, however, conditions can change and ad- 
ministration and policies can be altered. The question of honey price 
support is too important to this industry and to modern agriculture 
to leave the matter, as we feel, somewhat to chance. Permissive sup- 
port could be the first step to no support under certain conditions. 
Honey markets would be disorganized and the industry would con- 
tinue to go down at a speed that would in a short time prove harmful 
to general agriculture. 

Mandatory support gives assurance of support with only the price 
level needing adjustment from year to year. This would permit per- 
fection of the marketing program which is showing much promise. 
It would also allow the honey producers to plan their next year’s 
operations with confidence that the honey price support would not be 
withdrawn without considerable notice. 

There are several hundred thousand beekeepers scattered over every 
State of the Union and varying in size from large operators with 10,000 
colonies of bees to many thousands of backlot or part-time beekeepers 
who sell their honey locally. These latter are just as vital for they 
also insure adequate pollination for every square mile of the country. 
Bees being the only insect that can be cultivated and controlled are our 
only means of insuring proper pollination of many farm crops. 

It is not an exaggeration to say that the pollination function of the 
bees is as important to most agricultural crops as is sunshine and rain. 
Beekeeping is probably the only branch of agriculture that shares 
directly the benefits of its neighbors with little or no cost to them and 
for this and for the reasons given above we feel that the beekeeping 
industry is indeed deserving of a stable market for its product during 
the period of adjustment by retaining price support on a mandatory 
basis. 

Beekeepers are the most independent and self-sufficient individuals 
that you are likely to meet. They would not ask for help if they did 
not need it. 

We have 5 or 6 witnesses, Mr. Chairman. Would it be in order if 
I commented briefly on each of the witnesses so you may know who 
they are? 

The Curarrman. Yes, I think that would be a very good way to 
present the matter. If you will undertake to present them and give 
the committee what information you think it should have regarding 
their background and the interests they represents, it would be helpful. 

Let me make the further suggestion that you present the witnesses 
before the committee proceeds with its interrogation and then the 
questions can be answered by yourself or such other witnesses as are 
best equipped to answer particular questions. 

Mr. Roor. There are four or five phases of the industry and I would 
not attempt to answer questions on all phases. I think that we have 
experts on each phase and that would be fine if the questions can be 
directed to whbhonen of the witnesses could handle it the best. 
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My thought was merely to go through the list and then as you call 
for them, you will note who they are. 

The CuarMan. Very well. 

Mr. Roor. The next witness is Henry A. Schaefer, president of the 
American Beekeepers Association, Inc. He is in his second term. He 
is from Osseo, Wis. The American Beekeepers Association, as a pro- 
ducers organization, represents I believe the State associations on the 
beekeepers over the country pretty generally. 

As I say, at Baltimore there were 40 States represented at our meet 
ing. I think when Mr. Schaefer speaks that he has the confidence and 
speaks for the beekeepers of the country. 

The second witness is Mr. R. B. Wilson, of New York, who is presi- 
dent of the National Honey Packers and Dealers Association. He isa 
dealer in honey. He has traveled extensively in Europe. I think 
he knows the export conditions well as well as the import conditions. 

The fourth member is Mr. Chris Jensen, who represents a very 
unique part of our industry, the American Bee Breeders’ Association. 
These people produce the queens and bees in the South that are shipped 
north to replenish our bees when they are killed out by winter. Mr. 
Jensen, while he does not look like it, told me yesterday that he has 
spent 39 years in this and if you have any questions on bees Mr. 
oii really can give you the answers on them. 

We have one late request from California, Mr. Roland Stone, who 
I understand would probably come on the very last, if there is time 
sufficient for him. Mr. Roland Stone is from the Superior Honey 
Co. and represents the California Packers Association and I believe 
he told me that he has had a wire from some of the beekeepers in 
Arizona who wish to have him represent them also. 

You will note that we have tried to give you a breakdown not only 
by the various phases of the industry “but = geographic. 

There is one more man here, Mr. Ww alter Sagunsky, who is a pro- 
ducer from Sheridan, Mont. Mr. Sagunsky is on the board of the 
American Beekeeping Federation. 1 also for got to mention that Mr. 
Jensen is past president of the American Beekeeping Federation, and 
very highly regarded in the industry. 

I would like to mention again Dr. James Hamilton. I hope there 
is time for him to appear br iefly to substantiate any questions that 
I have mentioned about pollination, which after all you will note 
from our presentation is the basis for our request for mandatory 
support. 

(The following letter was submitted to the committee :) 

Honey INDUSTRY COUNCIL OF AMERICA, 
Medina, Ohio, April 30, 1954 
Hon. CiiFrorD R. Hope, 


Chairman, House Agricultural Committee, 
Washington, D. C. 

DEAR CONGRESSMAN Hope: Mr. Henry Schaefer, president of the American 
Beekeeping Federation, and I have just realized that we failed to discuss two 
items at the hearing that should be considered for honey in any new agricultural 
bill. 

1. We believe honey should be listed in the commodities for which marketing 
agreements are authorized. 

That honey should be listed also in any self-help program under the Market- 
ing Agreements Act. 

This would give us some machinery to work with to move our surplus honey 
should a large drop develop, creating a surplus over and above the amount 
needed for marketing through regular trade channels. 
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We hope it is not too late for these to be considered in the preparation of 

the new bill. 
Yours very truly, 
ALAN I. Roor, 
Chairman, Honey Industry Council of America. 

The CHarrman. If agreeable to the committee the Chair would 
suggest that they withhold questions until other members of your 
groups have made their presentations. The Chair will call, in the order 
in which you have announced, the next witness, who is Mr. H. A. 
Schaefer. 


STATEMENT OF HENRY A. SCHAEFER, PRESIDENT, AMERICAN 
BEEKEEPING FEDERATION, INC., OSSEO, WIS. 


Mr. Scuarrer. Mr. Chairman, members of the committee, I am a 
commercial beekeeper operating 1,000 to 1,200 colonies of bees in the 
State of Wisconsin, a member of the Sioux Honey Association, a mem- 
ber of their board for the past 10 years. A substantial part of 
America’s honey crop is marketed through three leading hone *y pro- 
ducer cooperatives. We have resolutions for mand: atory support for 
honey from two of these co-ops. The president of the third indi- 
cated on the phone the day before yesterday that he was in favor 
of mandatory support and he expec ts his board of directors to vote 
likewise at their board meeting on March 24. 

The three co-ops are the Florida Honey Co-op with a large member- 
ship i in Florida, mar keting near ly 2 00 000 pounds of honey annut ally ; 
the Sioux Honey Association, which has nearly 500 members in- 25 
States, from Georgia to California, with 5 processing plants in Lima, 
Ohio, Rogers, Tex., Colton, Calif., Tacoma, Wash., and the main office 
at Sioux City, lowa, marketing over 20,000,000 pounds of honey per 
year. The other, the president of which talked with me on the phone 
yesterday, is the Finger Lakes Honey Co-Operative of Groton, N. Y. 
They market t approximately 5 million pounds of honey annually. All 
together, these co-ops market nearly one-fifth of the annual United 
States commercial honey crop. 

The managers and the board of directors of these producer co-ops 
we do not have official word from the third—believe mandatory price 
support for honey to be the leading factor responsible for the in- 
dustry’s present orderly honey market, because the loan feature tends 
to keep distress honey off the market, and puts all producers on the 
same level with the co-ops because the producer in the co-op can get 
an advance payment when he turns to his honey. 

A nonmember of a co-op can, if he needs cash and is in distress, the 
loan feature of the mandatory price support gives him that cash with- 
out sending his honey on the market and ruining the market price. 

I thank you. 

The Cuatrman. Thank you, Mr. Schaefer. 

The next witness is Mr. R. B. Willson. 


STATEMENT OF R. B. WILLSON, PRESIDENT, NATIONAL HONEY 
PACKERS AND DEALERS ASSOCIATION, NEW YORK, N. Y. 


Mr. Wirtson. The National Honey Packers and Dealers Associa- 
tion endorse the statement read by Mr. Root. We believe that re- 
moval of honey from mandatory price support to a permissive basis 
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would result in needlessly lowering prices that would be harmful not 
necessarily to us but definitely harmful to producers. 

Without a support price the producer takes the best price he is 
offered. The dealer and packer, with large supplies available in the 
hands of the producer, always purchases from the one with the lowest 
price. He has no choice for the honey market is highly competitive. 
This arrangement for buying when honey is abundant, as it usually is 
for 6 months or more after honey harvest, is one that drives prices 
down and the unorganized producer is at its mercy. He cannot even 
go to his bank and borrow because, except for the two times in this 
century when he had a sugar shortage, honey has not been considered 
good collateral by many banks. 

Mandatory price support at small cost to our Government auto- 
matically stabilizes the market. The producer has the comforting 
assurance that the market cannot sink to ruinously low levels so he 
does not fear to lay out funds for bees and equipment and containers 
in advance of the crop as he must do in this business of producing 
honey. 

The packer and dealer buys more freely because he can forget about 
serious inventory losses and so he proceeds with confidence to plan his 
selling campaigns. 

Permissive support for honey gives no early season assurance. 
When permissive supports might finally be put into effect: serious 
damage to many producers may already have been done. The confi- 
dence that comes with mandatory support is not theory. We have 
had it for 4 years and have seen its benefits. We believe it is best 
for the American beekeeper’s welfare which is essential to American 
agriculture. 

Consequently we the honey packers and dealers, believe it is best 
for our entire industry. 

Thank you very much, sir. 

The Cuarrman. Thank you very much, Mr. Willson. 

The Chair is going to have to leave for another engagement and he 
will turn the meeting over to Mr. Hill, who will call the next witness 
at this time. 

Mr. Huu (presiding). The next witness according to this list 
appears to be Mr. Jensen. If that is true he is from Mr. Abernethy’s 
district and we will let Mr. Abernethy say some good things about 
him. 

Mr. Anernetuy. Mr. Chairman, it is a pleasure to present to the 
members of the committee my constituent Mr. N. C. Jensen, of Macon, 
Miss., whom you have not met personally but whose fine honey product 
you sampled when you were in Mississippi last year. At that time 
all of you were given a sample of the fine honey product produced in 
Noxubee County, Miss., from whence Mr. Jensen hails. 


STATEMENT OF N. C. JENSEN, MACON, MISS., AMERICAN BEE 
BREEDERS’ ASSOCIATION 


Mr. Jensen. Mr. Chairman and members of the committee, and 
Mr. Abernethy; I am glad to be here this morning. Iam N. C. Jensen 
of Macon, Miss., a commercial bee breeder, past president of the 
American Bee Breeders’ Association and also past president of the 
American Beekeeping Federation. The first group is the one I am 
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representing today, the American Bee Breeders’ Association, which 
group constitutes a unique segment of the beekeeping industry and 
confined mainly to the Southern States because of climatic and geo- 
graphical location most suitable for the propagation of queen bees and 
package bees or swarms. 

We are an integral part of the whole beekeeping industry, inter- 
dependent on the other segments : 

(1) Queen breeders and package-bee men as we are known are 
dependent on the honey producers, and those rendering pollination 
service mainly in the Middle and Northern States for the sale of our 
products. 

(2) Due to reduced net income from the production of honey during 
the past several years, many beekeepers are being forced to reduce 
their operations in order to cut costs, others are going out of business 
altogether and are going into other occupations offering more lucra- 
tive income by way of higher wages being paid in other industries. 
This trend is resulting in loss of many of our customers and a greatly 
reduced volume of package-bee and queen sales. 

(3) Some bee and queen producers in the South in an effort to 
maintain some semblance of enterprise and provide a livelihood for 
their families, have and are trying to convert their outfits to honey- 
producing units, but areas in the South where this is owen is very 
limited, with low yields. Many outfits are being reduced to family- 
size operations. 

(4) Production of native grown legume seed for forage and soil 
conservation will be seriously restricted if the number of colonies of 
bees is permitted to continue to diminish as it now is doing. While 
some pollination service has in some instances added to the income of 
individual beekeepers, areas of this nature are limited, and beekeepers 
generally will, in the future as in the past, be dependent on their sale 
of honey as their main source of revenue. Colony members in both 
North and South are almost sure to continue to decline until such 
time as the price of honey rises sufficiently above the cost of produc- 
tion to make the investment of capital and labor justified. 

(5) Old and experienced ‘hw neces are disappearing from the 
scenes of action faster than replacements are being trained to take 
over. Few young men are willing to follow their dads in businesses 
that not only do not hold promise of future security, and that involve 
hard work, sweat, and long hours. 

(6) From the bee breeders’ standpoint, the production and main- 
taining breeding stock and facilities for supplying varied quantities 
of bees and queens where and when wanted, requires much technical 
and practical knowledge of the habits and characteristics of the honey- 
bees. The necessary skill and know-how are acquired only through 
years of devotion, study and work. The capital investment in any 
ohase of agriculture is considerable, and far in excess of many other 

usinesses and certainly beyond the comprehension of the unitiated. 

(7) In conclusion, I would emphasize the value and importance 
to the beekeeping industry during the past 3 years of the honey- 
marketing program, and price support of honey in the stabilization 
of the markets. On behalf of the entire bee industry, and in par- 
ticular the American Bee Breeders Association whom I have the 
privilege of representing in this hearing I covet your most serious 

38490—54—pt. 19 —-11 
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and sincere consideration in a continuation of the mandatory support 
as it is in the present law. 

I thank you. 

Mr. Hixt. Thank you, Mr. Jensen. I think we agreed not to have 
any questions until we have completed the list of the witnesses. 

The next witness is Mr. Roland Stone. 

Mr. Roor. I think perhaps I did not mean that. Mr. Sagunsky 
should be the next witness. Mr. Sagunsky is on the Montana Legis- 
lature, incidentally. Mr. Stone would come at the enl of the program 
if it is agreeable to you. 


Mr. Hix. Ve ry well. 


Mr. Sagunsky is the next witness. 


STATEMENT OF WALTER SAGUNSKY, SHERIDAN, MONT., ON BEHALF 
OF THE AMERICAN BEEKEEPING FEDERATION, INC. 


Mr. Sacunsky. I am Walter Sagunsky from Sheridan, Mont. I am 
a beekeeper and operate 1,000 colonies of bees myself. If I may say 
with all due apologies to Mr. Abernethy and Mr. Jensen, Montana and 
Wyoming have the reputation of having the finest honey in the 
country. 

Mr. Azserneruy. I made no contention about having the finest. I 
said it is as good as the best. 

Mr. Sacunsky. Gentlemen, I briefly summarize and emphasize the 
statements that have been made up to this time. While honey is one 
of our most healthful foods, the need for honeybees is primarily for 
pollination of farm products. Second, this service to the farmer is 
generally free. The sale of honey pays for 95 percent of this vital 
function. Third, the present price support is not excessive. It will 
not stimulate any large surpluses. We believe it to be a reasonable 
request. 

Fourth, the program has cost our Government a comparatively 
small amount of time and trouble. As far as I know it has not added 
any personnel to the existing PMA offices on the State and county level. 
There have been a few added on the national level. I do not know 
just how many, but a very small number. 

Fifth, the Department of Agric ulture will, I believe, concur in the 
above statements and has recognized the need of the industry to the 
extent that during wartime they gave special consideration in the 
form of extra sugar rations to prevent any starvation of bees. I would 
like to add that they were so concerned that I myself at that time, 
when sugar was in very short supply, was entitled to 10,000 pounds 
of sugar in the event that my bees were in danger of starvation, which 
gives you some idea of the importance of the industry. 

A well-organized industry must be on hand should a sudden disaster 
occur again. If the industry were allowed to become disorganized you 
just cannot build it up again overnight. It takes not just one season 
but several seasons to bring this organization back, up to where it 
really should be. 

Sixth, the industry needs the stability of the present PMA program 
which can and does prevent the sale of distress lots of honey that 
would disrupt the early market. 

Seventh, we are trying to help ourselves and will attempt as soon 
as possible to divorce the industry from all Government help. 
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Eighth, for the above reasons we respectfully request that honey 
be retained under a mandatory support on the same flexible basis as 
in the Agricultural Act of 1949 with the loan and purchase agree- 
ments included. 

We feel that any permissive program would come too late to save 
the producer and would benefit the packer only. 

Thank you. 

Mr. ANpresEN (presiding). Mr. Roland Stone is the next witness. 

Mr. Stone, you represent the American Bee Breeders? 


STATEMENT OF ROLAND STONE, REPRESENTING THE CALIFORNIA 
HONEY PACKERS & DEALERS ASSOCIATION AND THE ARIZONA 
STATE BEEKEEPERS ASSOCIATION 


Mr. Stone. No, sir, that was Mr. Jensen. I represent the California 
Honey Packers and Dealers and at the request of the Arizona State 
Beekeepers Association I am here as their representative as well. 

Mr. Anpresen. What is your address? 

Mr. Stone. I am from Alhambra, Calif. The reason I was asked to 
represent the Arizona Beekeepers is that we have a bottling plant in 
Phoenix, Arizona. 

Mr. Anpresen. We will be very glad to have your statement. 

Mr. Stone. Thank you very much. Mine will be very brief. Un- 
fortunately the statement which the Arizona State Beekeepers As- 
sociation wished me to give did not arrive until this morning, and if 
I may I would like to turn it over to the Secretary and have it included 
as a part of the record. 

Mr. AnprEsEN. Without objection it is so ordered. 

(The matter referred to is as follows:) 


ARIZONA BEEKEEPER’S ASSOCIATION, 
(AFFILIATED WITH THE AMERICAN BEEKEEPING FEDERATION ), 
Phoenix, Ariz., March 20, 1954. 
Mr. RoLAnp STONE, 
Senate Office Building, 
Washington, D. C. 


Dear ROLAND: Your trip to Washington to appear before the House and 
Senate Agricultural Committees in behalf of western beekeeping is greatly ap- 
preciated by our organization. If you so desire, please use this letter as an 
authorization to act and speak for the Arizona Beekeeper’s Association as our 
representative. 

Our organization, as you know, has consistently been in favor of the present 
type of price support program for honey—namely: a loan and purchase agree- 
ment program with honey receiving mandatory support at from 60 percent to 
90 percent of parity. We are still unanimously in favor of this type of program. 
Although you are familiar with our thinking, we will briefly outline the situation 
as it pertains to Arizona’s agriculture. 

The important legume seed produced in Arizona is alfalfa. The use of bees 
for legume seed pollination is now, as you know, recognized as a necessary 
practice, Consequently, a farmer in Arizona attempting to produce alfalfa 
seed without bees for pollination would be considered foolhardy. The extensive 
use of bees has greatly increased our seed production per acre. 

According to the research work done by the Southwestern States Bee Culture 
Laboratory, if there were no bees, there would be no melon production. If 
bees are excluded from a melon plant, no fruit is set. The findings indicated 
that bees properly used for pollination purposes produced more and better 
melons. They are sweeter and there are less culls. Bees are therefore of par- 
ticular significance to our cantaloup growers because of the large acreage 
grown in Arizona. (See attached reprint.) 
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Results of an experiment in Yuma conducted in the spring of 1953 indicate 
that bees are of immense value in the production of tangerines. If funds are 
made available to broaden this program, those who are familiar with the situa- 
tion feel that the same or similar results would be forthcoming regarding other 
citrus fruits. The following table clearly shows the immense benefit to be 
derived from the use of bees as pollinators for tangerines. 


Dry fruit 


Treatment Fruit per tree percent 


Sugar percent 





Trees caged to exclude bees io : 33 2 11.5 
Trees caged with a hive of bees - - ; ‘ 284 11.4 
Open—trees not caged. _. - pin 472 11.8 
Trees caged with a hive of bees plus bouquets of other citrus 

blos3oms-_....... - povk os katitbiaabbeb aes 529 12.2 


This table is self-explanatory. However, I would like to point out that these 
groves of tangerines were not interplanted with other citrus. You will note the 
table clearly indicates that bees needed to be in contact with bouquets or citrus 
blossoms other than tangerines in order to obtain cross pollination thereby 
decreasing the high percentage of dry fruit. The findings indicated that with 
sufficient bees for pollination and pollen from other varieties available through 
the grove, the grower would obtain an excellent set with a small percentage of 
dry fruit and a high sugar content. 

The production of cotton in this State is, as you know, of vital importance 
to our economy. Bees are beginning to play an important roll in cotton produc- 
tion and with research of the past 3 years showing that long staple production 
can be increased 25 percent to 35 percent by supplying proper pollination, an 
increased demand for bees for cotton pollination is becoming quite evident. 
This is highly significant due to the fact that there is a potential, although as 
yet undeveloped, market for several hundred thousand bales of long staple 
eotton in this country. 

The production of hybrid cotton has had some small amount of study for a 
number of years. Great possibilities exist regarding it. Hybrid cotton has 
produced as much as 44 percent more than its better parent, Pollinating insects 
are a necessity for the production of hybrid cotton. Preliminary studies are 
now under way pertaining to the proper use of bees for pollinators of hybrid 
cotton. The advent of hybrid cotton would not only revolutionize cotton produc- 
tion in Arizona but in all the cotton growing areas of the Nation. Many people, 
who are familiar with the matter of cotton production and cotton breeding, 
say that hybrid cotton may be a reality possibly within a very short time. 
According to authorities on the subject, hybrid cotton can be successful only by 
using bees as pollinators since they are the only pollinating insect which can be 
supplied and transported in large quantities. 

Of the above mentioned crops, the beekeeper’s compensation is derived solely 
from honey with the exception of melons. As melons produce no surplus of 
honey a charge is made for that pollination service. 

We haven’t mentioned any of our minor crops which are dependent on bees 
for pollination. They are, however, just as important to our overall agricultural 
economy. In fact, many of our minor crops might become of major significance 
if sufficient funds were available to investigate the proper use of bees for their 
maximum pollination. We make that statement because of the fact that with 
each crop to which something more than casual study has been devoted by the 
section of bee culture and biological control, results have been astounding, and 
the consequent benefits to agriculture great. 

We cannot foresee every colony of bees disappearing in Arizona even if 
conditions reverted to those existing before mandatory price support stabilized 
our marketing. We can, however, foresee a situation where the commercial pro- 
ducer would be in such dire financial circumstances as to make him turn to other 
endeavors for his livelihood, with a consequent loss of his knowledge and facili- 
ties. This would seriously impair the pollination service that is now being ren- 
dered to agriculture almost entirely on a cost-free basis. We hope those condi- 
tions do not reoccur. 

Following our National Convention in Baltimore the latter part of January 
of this year, we visited our congressional delegation and discussed these mat- 
ters. Senators Carl Hayden and Barry Goldwater and Representative John 
Rhodes all assured us that they were of the opinion that if a new farm bill were 
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enacted to replace the Agricultural Act of 1949 that honey should be included 
in the group of nonbasic commodiites receiving mandatory support. We hope 
that both the Senate and House Agricultural Committees concur with those 
opinions. 
Sincerely, 
CLARENCE L. BENSON, 
Secretary, Arizona Beekeeper’s Association. 


Sroux Honey ASSOCIATION, 
Sioux City, Iowa, February 22, 1954 
Mr. Ezra T. BENSON, 
Secretary of Agriculture, 
Washington, D. C. 

DEAR MR. SECRETARY: We, the members of the board of directors of the Sioux 
Honey Association, Cooperative, with supporting members in 25 States, market- 
ing cooperatively one-tenth cof the annual honey production of the United States, 
convened in regular meeting this 22d day of February 1954, in Rogers, Tex., do 
hereby endorse with the following recommendations the attached resolutions on 
price support as adopted unanimously by the American Beekeepers Federation, 
Ine., in convention assembled in Baltimore, Md., January 25 to 30, 1954. We 
recommend that the following white or lighter honey be not exported under 
the subsidy program: Citrus, clover, alfalfa, sage, vetch, basswood, catclaw, 
quajilla, mesquite, star thistle, blue curl, or any other mild light honeys used for 
bottling and having national acceptance as table honey. 

E. G. Brown, President, Sargents Bluffs, Iowa; H. A. Schaefer, Vice 
President, Osseo, Wis., Wisconsin and Illinois; Newman I, Lyle, 
Sheldon, Iowa, Director at Large; Frank Cook, Arcadia, Nebr., 
Nebraska and Kansas; Irvan Gunter, Erskine, Minn., northern 
Minnesota and North Dakota; Oscar Schmidt, Bay City Mich., 
Ohio and Michigan; J. D. Beals, Harlingen, Tex., Texas, Louisiana 
and Mississippi; R. F. Remer, General Manager, Secretary-Treas- 
urer, Sioux City, Iowa; Gerald Twombly, Fullerton, Calif., Cali- 
fornia; Henry Hansen, Dakota City, Iowa, Iowa and Missouri; 
Ivan Shearon, Jefferson, S. Dak., South Dakota and southern 
Minnesota ; Chas. Miller, Riverton, Wyo., Colorado and Wyomug; 
R. L. Longnecker, Wapato, Wash., Montana and Idaho, Washing- 
ton and Oregon; Ray Reed, Los Angeles, Calif., California, 
Arizona and Utah. 


FiLorIDA HoNey Co-OPERATIVE, INC., 
Umatilla, Fla., March 2, 1954. 
Secretary of Agriculture BENson, 
Washington, D. C. 

Deak Sir: Inasmuch as the honey price-support program, in the past, has 
operated without undue cost to the Government and has been of very great 
value to the beekeeper members of the Florida Honey Co-Operative, who per- 
form without charge a vast amount of pollination service for Florida melon, 
vegetable, and citrus crops, we desire to have the following features listed in the 
1954 honey price-support program: 

Therefore, be it resolved 

That honey be supported at 75 percent of parity, but not less than the dollar- 
and-cent value per pound of the 1953 program. 

That as the diversion subsidy program in the past has been of great value 
in creating new markets, we ask that it be continued on the same level of 4 
cents per pound. 

That to assist our present administration with their policy of getting away 
from rigid supports, we ask that the export subsidy on darker grades of honey 
(light amber and amber) be restored at a rate of 3 cents per pound, based on the 
present level of prices in the world market. Such a subsidy should be decided 
and approved after crop estimates show that we have a surplus of honey coming 
up. This should be decided about July 1 of each year. In the past, this portion 
of the program has been very beneficial, due to its ability to remove large quan- 
tities of surplus off-grade honey and do it without high cost. 
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The beekeepers only return from the above-mentioned pollination service is 
through the sale of their honey, which in the past has been selling at extremely 
low prices, in comparison with the cost of operation. It is for this reason that 
we ask the above features be included in the support program by the Agriculture 
Committee when making up their present price-support program. 

Sincerely yours, 
FLORIDA HONEY Co-OPERATIVE, INC., 
+ , Manager. 


NAMPA, IpAHO, March 21, 1954. 
Henry SCHAEFER, 
President of National Beekeepers Federation, 
Care Agricultural Committee Meeting, Washington, D. C.: 

Idaho beekeepers desperately need mandatory price support to plant for a 
future program. I will be forced to lay off at least two annually employed men 
and submarginally operate my 5,500 colony outfit without this assurance. Best 
regards and congratulations upon your reelection. 

R. I. RoBInson, APIARIES. 
R. I. Rosprnson. 


CANTALOUP PRODUCTION WITH HONEY BEES 


8. E. M’GREGOR AND FRANK E. TODD, BUREAU OF ENTOMOLOGY AND PLANT QUARANTINE, 
AGRICULTURAL RESEARCH ADMINISTRATION, UNITED STATES DEPARTMENT OF 
AGRICULTURE * 


The commercial cantaloup grower is interested in producing the greatest quan- 
tity of the best quality of cantaloups. He gives close attention to the various 
cultural factors and to the control of diseases and harmful insects. However, 
he usually leaves the pollination of the crop to chance but, at times, he destroys 
the insect pollinators by applying insecticides while the plants are in bloom. 
This has been true even when the expanding agricultural and intensified in- 
secticidal programs have tended to deplete the supply of pollinators. 

That pollinators are required on cantaloups was emphasized by Rosa (1924), 
who showed that, although the hermaphroditic flowers of the cantaloup are self- 
fertile, they generally require the transfer of pollen from stamen to stigma by 
an outside agent to produce a melon and that wind is not a factor in this transfer. 
His continued studies (Rosa and Garthwaite 1926, and Jones and Rosa 1928) 
brought increasing insistence that honey bees are necessary for the commercial 
production of cantaloups. 

To determine the value of various levels of bee populations to melon produc- 
tion and the interrelation of bees and melon flowers, the following experiment 
was conducted. 

Experimenial procedure.—A randomized-block experiment was set up on 16 
plots, each 10 by 20 feet, in a 48-acre field of the MR-—45 variety of cantaloups 
in the Salt River Valley of Arizona in 1950. Four bee treatments were repli- 
cated four times as follows: (1) Plots caged, bees present continuously; (2) 
plots caged, bees excluded; (3) plots caged, bees excluded until after the crown 
flowers had largely disappeared, then admitted; hereafter referred to as “post- 
crown”; and (4) plots open, pollinators left to chance. 

Cages of the type described by Pedersen et al, (1950) were placed over the 
plots on May 1, prior to opening of the first flowers. They were removed on 
June 9 after flowering had largely ceased, 5 days before the beginning of 
harvest. In the first treatment a colony of honey bees was maintained in each 
eage continuously. Bees were excluded throughout the second treatment and 
from the third treatment until after most of the crown flowers had dropped, on 
May 18, after which a colony of bees was admitted to each cage of this treatment. 
In the fourth treatment, plots open, pollination was left to chance, although 
within a 3-mile radius of the plots there were 137 colonies of bees and 1,800 
acres of melons. This proportion of colonies for the entire area was not unlike 


1In cooperation with the Arizona Agricultural Experiment Station and the Arizona 
Vegetable Growers Association. 

Appreciation is expressed to Orin A. Hills, of the Bureau of Entomology and Plant 
Quarantine, for counsel and active assistance ; and to Clarence L. Benson, secretary of the 
Arizona Beekeepers Association, for the honey bees used in this experiment. 
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that in the 43-acre field containing the experimental plots. This field had 8 
colonies of bees on its border, or 1 colony to 14 acres. 

Each plot included 4 rows 5 feet apart and 10 feet long. Each row was 
thinned to 10 plants 1 foot apart, or 40 plants per plot. One plant in each row 
of each plot was randomly selected for detailed study, although all melons from 
all plots were harvested and graded. 


TABLE 1.—Marketable melons and culls produced on all plots, Arizona, 1950 


Marketable 


melons Culls 


Plot treatment | 
. | Percent | Percent 

Crates | ,; 
r rates | Number sun- under- 


er acre | . 
I burned | size 


Caged plots: | 
Bees continuous.--........-.-..-- on dials: 80 | 74 | 
No bees. ties 7 | 
Bees post-crown. swirueaabiiod . | 272 | 


4 
27 
136 


Open plots: Chance pollination... ..- ntchiiiantatmalial 5 | 213 | 95 
Difference required for significance: | | 

At 5-percent level__....__-. osesicddnaell Ag 98 26 

At 1-percent level_- ‘ 141 SP Rein 


Two weeks before flowering all the plots were dusted with a mixture of DDT 
and parathion, as a general insect-control measure. During the experiment an 
aphid infestation which developed on one row in one cage was controlled with 
parathion. A few plants became infested with spider mites toward the end of 
the experiment, but the infestation was not serious enough to warrant treatment. 
After the cages were removed all plots were dusted with parathion for protection 
against the spider mites. 

The use of cages is often questioned because of possible effects on plant 
growth. Plastic screen cages, made of 12-mesh netting, were used and no sig- 
nificant differences were found in plant growth, flowering habits, soluble solids, 
or days for development from flowering to mature fruit, whether the plants were 
inside or outside the cages. Any factors that differed can therefore be attributed 
to the presence of more or fewer bees. 

One-story, 10-frame colonies of honey bees, well supplied with stores and brood, 
were used in the cages. Water and 50-50 sugar water were supplied in poultry 
founts. Pollen cakes, placed over the brood nest, and water were supplied ad 
libitum. Sugar sirup was fed when necessary. Measurements of brood, pollen, 
and honey showed rapid decrease, but the colonies continued to function and re- 
covered rapidly after being removed from the cages. The bees were gentle after 
the first few days of confinement, and observations thereafter were made without 
the use of a bee veil or smoker. 

Results. Marketable melons.—The production of melons is shown in table 1. 
On caged plots from which bees were excluded only 4 marketable melons were 
obtained from 160 plants. On similar plots caged with bees 180 marketable 
melons were produced. This highly significant difference establishes the neces- 
sity of bees in commercial melon production. On the open plots subject to chance 
visitation by pollinators the number of marketable melons did not differ sig- 
nificantly from the number produced in the cages with bees, but suggests that 
production might have been increased with more bees. In the post-crown bee 
treatments no melons were set until the bees were introduced; then melons set 
rapidly and at harvest time the production was not significantly different from 
that in the other bee cages. 

In treatments where bees were present during early flowering melons tended 
to set nearer the crown. These melons were sweeter,’ as indicated by a highly 
significant negative correlation (r=—.363**, df=55) between distance of the 
melon from the crown and its soluble solids. The percentage of soluble solids 
of melons from the post-crown cages was significantly lower at the 1 percent 
level than of melons from the other treatments. 

Culls.—Practically all the culls were classified as such because they were sun- 
burned or undersized. Undersize accounted for the highest percentage of the 


2 Sweetness is expressed as the percentage of soluble solids read directly from the 
refractometer. 
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culls in all treatments. This high percentage reveals the relation of bee con- 
centration to small melons (table 1). 


TanLe 2.—Bee visitation to cantaloup flowers in the open field and nectar produc- 
tion of flowers from the beeless cages, Arizona, 1950 


Bee visitation in the open field Nectar production per flower from beeless cages 


Staminate | Hermaphroditic 
Bees, Pollen 7 a iti 
Hour thousands collectors, T | 
per acre percent Nectar, | Sugar, Nectar, Sugar, 
milligrams percent | milligrams percent 


0 
300 
, 900 
, 900 
700 
, 500 


, 200 ; 16. 
900 5 

500 ‘ 

200 2.2 f 17.9 


Seeds.—A count was made of seeds in all melons taken from the random plants. 
A mean of 586 seeds per melon in the postcrown plots was not significantly dif- 
ferent from a mean of 552 seeds per melon from plots having bees continuously. 
The difference between the mean of 552 seeds and a mean of 469 seeds per melon 
from the open plots was highly significant. This difference would indicate an 
intimate relationship between bee concentration, pollination, and seed production. 
The highly significant correlation (r=0.521**, df=55) between seeds and size of 
melons indicates the influence of pollinators on size of fruit. Generally, melons 
that contained fewer than 400 seeds were below market grade or misshapened. 

In the beeless cages 21 of the 160 plants set 31 mellons, 26 of which were small 
and inedible culls. They had an average of 78 mature seeds. The other 5 
melons, 1 of which was classed as a cull because of sunburn, had an average of 
387 seeds. These melons were tagged on a day that the plots were irrigated, and 
bees that floated into the cages were subsequently seen visiting caged flowers. 
The low seed counts, the relation of seeds to size, the relation of undersized culls 
to the absence of large numbers of bees, and the low production in the beeless 
cages show the necessity of adequate been visitation. 

Flower-bee relationship.—The ratio of staminate to hermaphroditie flowers 
varied from day to day, but for the season was 10 to 1. Bees visited both types 
indiscriminately and were observed visiting consecutive plants on a row more 
frequently than shifting from row to row. The number of visits required to ac- 
complish thorough pollination of the hermaphroditic flower is unknown, but the 
evidence indicates that more than one visit is required. At least one viable 
pollen grain must reach the stigma for each seed that develops. This pollen may 
come from either type of flower. 

In the staminate flower, with its short corolla tube, the nectar supply is within 
easy reach of the honeybee proboscis. In the hermaphroditic flower, however, 
the deep nectar supply and the constricted corolla tube opening, crowded with 
the stigma and anthers with their plume-like projections, prevent objects larger 
in diameter or shorter than the honeybee probiscis from reaching the nectar. 
When the bee proboscis rubs over the stamens, a mass of pollen is accumulated 
on the upper ventral portion. When the next hermaphroditic flower is visited, 
this pollen is rubbed onto the exposed stigmatic surface and pollination results. 
The construction of the melon flower and of the bee proboscis explains why the 
honeybee is practically the only pollinator of cantaloups. 
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Tarte 3.—Comparison of nectar-yielding capacities of cantaloup and alfalfa 
flowers 


Cantaloups, Salt River Valley, Ariz., 1950 


Alfalfa, Newton, Utah, 1948 
——— $$ semana diane AE rom anes we hacia 
i owers per Toes 
Date acre, | Nec 
thousands 


} 
Flowers per 
acre, 
hundreds 


| Vine length, 
inches 


tar per 
| acre, pounds 


Nectar per 


Date acre, pounds 


May 5 oak f | 0.3 | Aug. 5... 37, 897 
May 10. d 69.7 | 6 | Aug. 12 53, 187 
May 16._.......--| : 113.3 | .9 | Aug. 18... | 64, 991 


May 25.....-- ee, 25 217.8 | 1. Aug. 26 51, 008 
| Sept. 3 14, 810 
} ! 


In Arizona the cantaloup flowers open between 7 and 8 a. m. and close in the 
afternoon of the same day. Each flower is open but one day. Soon after the 
flower opens the stamens dehisce and nectar secretion begins. Flowers were 
collected at various times and the nectar was extracted centrifugally, weighed, 
and the percent of sugar determined with a refractometer. These results are 
shown in table 2. By 11 a. m. about 3 milligrams of nectar had been secreted. 
Then, in the staminate flower, nectar secretion apparently ceased and, when 
it was not collected, evaporation concentrated the nectar to about 56 percent 
by late afternoon. Secretion in the hermaphroditic flower continued, however, 
and by late afternoon when not collected by bees (as occurred in the beeless 
cages), an average of 18 milligrams had accumulated. At times, when the nectar 
was not removed, it filled the corolla tube to overflowing. The sugar concen- 
tration of nectar from the hermaphroditic flowers did not exceed 36 percent. 

Pollen and nectar collection by the honeybees, both in the cages and outside, 
usually began as soon as the flowers opened. Pollen collection reached a neak 
by about 11 a. m. and tapered off rapidly after midday with little collection 
after 2 p. m. Nectar collection also reached a peak about 11, but tapered off 
much less rapidly with some activity as late as 6 p. m. 

The cantaloup as a honey plant.—In Arizona cantaloup flowers are regarded 
aS a minor source of a less desirable quality of honey by some beekeepers in 
the melon area, while others report good flows at times. One beekeeper who has 
operated in the area for several years reports that bees get little or no nectar 
until the end of the flowering period and then only if the humidity is high. 

The three colonies beside the cantaloup field lost weight until the last of the 
flowering period when alfalfa was coming into bloom. Examination of the 
stored honey at the termination of the experiment revealed a mixture of canta- 
loup and alfalfa honey. The ratio of 14 acres of cantaloups per colony of bees 
in the vicinity and the low production of honey indicate that cantaloups are 
unimportant as a honey source, especially during early flowering. 

The potential nectar-yielding capacity per acre of cantaloups and alfalfa is 
shown in table 3. Although the melon flower producers about twice as much 
nectar as the alfalfa flower and the concentration of sugars is similar, alfalfa 
has about 300 times as many flowers per acre as cantaloups. This explains the 
relative value of the two plants as sources of surplus honey. 

Pollination value of other insects.—Thrips, beetles, and native bees (bumble- 
bees and solitary bees) are often mentioned as pollinators. About 200 flowers, 
predominantly from the beeless cages, came under close scrutiny and most 
of them were harboring thrips. Occasionally this insect was seen with a pollen 
grain adhering to it but, in general, the thrips crawled over the sticky pollen 
mass without disturbing the pollen frains. Presence of thrips in the flowers 
failed to set a crop of melons in the beeless cages, an indication that they were 
not a factor in melon pollination. 

Ladybird and various other smaller beetles were seen on all plots. None had 
mouth parts fitted for effective pollination of melons nor did their activities 
indicate that they were of any value as pollinators. 

During 2 days spent recording all visits to marked flowers in the open, 586 
honeybee visits were recorded, but only 4 native bees were seen. The honey- 
bee visited successive flowers on the row, but each native bee visited only 1 
flower, then disappeared, and, most significantly, only staminate flowers were 
visited. The other few native bees seen in the field were flitting over the vines 
instead of from flower to flower. In the area under observation native bees 
cannot be considered a factor in the pollination of melons. 

Various other unidentified insects sufficiently small to pass in and out through 
the 12-mesh netting of the cages were of no practical value, although they may 
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have set the culls in the beeless cages. The evidence is conclusive, therefore, 
that the grower must depend upon the honeybee for commercial production of 
cantaloups. 

Insecticides and pollinators——Too often the grower has given pollinators no 
consideration when attempting to control harmful insects with insecticides. 
As a result, the damage caused by killing the pollinators might have been as 
great as the damage by the harmful insects. In addition, experience has shown 
that some growers apply insecticides as a general precautionary measure with- 
out determining definitely that the use of these materials is necessary. If care- 
ful examination of the crop discloses that they are needed the damage to 
pollinators may be reduced by the following practices: 

(1) Insofar as possible apply the insecticide before the melons begin flowering ; 
(2) use materials least toxic to bees that will control the harmful insects; (3) 
use the minimum dilution and poundage of insectide that will control the insect 
pest involved; (4) apply after 6 p. m. or before 7 a. m.; and (5) avoid drift of 
insecticide onto plants attractive to bees. 

Colonies per acre.—The number of colonies essential for ample pollination 
is of primary interest to melongrowers. This experiment shows that bees are 
necessary, but it does not establish the colony-per-acre requirement for maxi- 
mum production. 

One colony per acre is the rule in fruit orchards, and in seed fields of Ladino 
clover, and it is suggested that this is adequate for maximum cantaloup produc- 
tion. The colonies should be located on the edge of the field by the time the first 
flowers appear. 

SumMMaryY.—In the Salt River Valley of Arizona a randomized block experi- 
ment on cantaloups with four types of bee treatments was maintained with the 
use of honeybee colonies and large plastic-screen cages. Studies were made 
of bee activity on cantaloup flowers and its effect on melon production. 

Commercial production of cantaloups without the aid of pollinators was 
impossible. Honeybees were the only pollinators present in the area. Melon 
production was increased by placing honeybee colonies in the cages with the 
eantaloup flowers. Under these conditions the melons set nearer the crown and 
were sweeter, larger, and had more seeds than those produced in the open 
plots. 

The percentage of soluble solids in the melons was negatively correlated with 
the distance from the crown. Size was correlated with the number of seeds. 
Melons containing fewer than 400 seeds were usually below market size and 
misshapen. Undersize culls were associated with insufficient bee visitation. 

The melon flower opened between 7 and 8 a. m. and nectar secretion began at 
once. About 3 milligrams of nectar was produced by 11 a. m. after which secre- 
tion apparently ceased in the staminate flower. In the hermaphroditic flower 
secretion continued into the afternoon, a total of 18 milligrams being produced. 

Bee activity began soon after the flower opened and reached a peak shortly 
before noon, with little activity in the afternoon. Individually, the cantaloup 
flower produced twice as much nectar of about the same sugar content as did 
the alfalfa flower, but alfalfa produced 300 times as many flowers to the acre. 
Cantaloup flowers were attractive to bees, but provided little honey for the 
beekeeper. 

Thrips, beetles, and native bees proved to be ineffective in cantaloup 
pollination. 

Care in the use of insecticides is necessary to protect pollinators. 

One colony per acre is suggested as being adequate to insure thorough pollina- 
tion of cantaloups. 
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STATEMENT OF ROLAND STONE 


Mr. Sronr. My name is Roland Stone, and I work with the Superior 
Honey Co. and I represent the California Honey Packers & Dealers 
Association. 
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The Superior Honey Co. is an organization in the west which 
buys honey, sells it in bulk and also processes and bottles the honey 
for sales to the retail stores. In addition we manufacture beekeepers’ 
supplies. We have 6 plants in 5 of the Western States. 

Our organization and the California Honey Packers & Dealers 
backs what has been said by the previous speakers. In particular we 
favor the mandatory provisions of the price-support program as com- 
pared to the permissive restrictions. 

Under the permissive regulations, where the packers perform the 
service which has now been taken over by the Government, the burden 
of financing of the operation was placed upon those cooperating 
packers and those packers who did not cooperate with the permissive 
program were then in a position where they could go and buy honey 
at less than the support price and we feel that it unjustly placed an 
excessive burden on those in the industry who were willing to co- 
operate for the overall good. 

It is the recommendation of the California Honey Packers & Dealers 
that the mandatory provision of the price-support program be re- 
tained. 

Gentlemen, I thank you. 

Mr. Anpresen. Thank you, Mr. Stone. 

Our next witness is Mrs. Laura Shephard. 

We will be glad to hear from you. Will you please identify yourself 
and where you live and your association for the record ? 


STATEMENT OF MRS. LAURA SHEPHARD, REPRESENTING THE 
NATIONAL COMMITTEE FOR CONTROL OF HONEY IMPORTS, CALI- 
FORNIA STATE BEEKEEPERS ASSOCIATION, AND THE IMPERIAL 
VALLEY BEEKEEPERS ASSOCIATION 


Mrs. SuerHarp. My identification is contained in the first paragraph 
of my statement. I am Laura Shephard, representing the National 
Committee for Control of Honey Imports, the California Beekeepers 
Association and the Imperial Valley Beekeepers Association. Since 
the death of my husband, my nephew and I have the responsibility of 
operating 5,000 colonies of bees in the Imperial Valley of California, 
a business which my husband and I have carried on for more than 
20 years. 

I produce honey for the wholesale market and speak only for pro- 
ducers. My statement is going to be somewhat different from the 
gentlemen that have preceded me. Many beekeepers feel that by 
unifying a case in the industry so that all of us present the same story, 
packers and dealers and producers, that they gain strength. I am 
trying to present a case from the point of view of the producers only 
feeling that if I unify my case only with the truth as I see it that 
perhaps I would do just as well. 

It is proposed to remove honey from mandatory price support and 
to make it subject to marketing agreements. I shall center my dis- 
cussion on the following points: (1) that the enactment of this legisla- 
tion would surrender the entire price structure of the honey industry 
to the dealer with consequent destruction of beekeeping, (2) that the 
Department of Agriculture has the opportunity now to administer 
a satisfactory honey program, and (3) that the reluctance of officials 
to administer a proper program makes it necessary for the Congress to 
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amend the Agricultural Adjustment Act to give honey equal consider- 
ation with basic commodities, and to levy such duties on price- 
supported commodities as will bring the price of imported supplies 
to parity. 

We can judge what officials will do if the restraint of mandatory 
legislation is removed only by examining the past. During the period 
from 1929 to 1941, when price support was permissive, honey fell 
to 3 cents per pound, but the Department recognized no problem. It 
was a buyer’s market with a pattern of price manipulation in which 
California dealers by establishing the market on early honey set the 
price for the United States. Since the National Honey Packers 
Association has 25 members who pack 75 to 80 percent of all honey 
in the United States, it is unrealistic to believe that this group did not 
and will not make monopolistic price agreements. 

In those price agreements, of course, it is impossible for any member 
to break away because if he pays higher than the alleged market then 
he obtains high-priced supplies and is not able to market. In other 
words, it is a system that demands conformity of all its members, 
whatever their own private thoughts might be, and I think it is pretty 
general in agriculture. 

The tenderness with which officials have treated this group is the 
shocking part of this story. Under permissive legislation, under 
which the crops from 1947 to 1950 were handled, buying programs, 
applied late in the marketing year after price-setting had been com- 
leted, did little more than to remove supplies from packers’ ware- 
Siaaiien with only incidental benefit to the producer. Since purchases 
were only of honey that had been repacked, packers were able to de- 
termine the time of beekeepers’ sales, and therefore the market price 
was lower than the price of honey in the programs, itself deemed low 
by some of our friends in Congress. Whether foreign honey entered 
those programs not even the Department can say, for inspection was 
only after the honey was repacked, but in the buying program for the 
1947 crop it is likely that such abuse occurred. This is the period 
to which the proposed legislation would return. 

Mandatory price support compelled an improvement of honey 
programs, since the Government price must be announced at the be- 
ginning of the marketing year rather than later, but until 1952 pur- 
chases were only from packers. The following statistics give a com- 
parison of prices before and after price support became mandatory 


! 

| 

| Support Market 
| | price per | price per 
| pound of | pound of 
| light light 


| Average 
Percentage | support 
of parity | price per 


pound amber am ber 


| honey in honey in 
West West 


Cents Cents 
1947 ! ‘ ‘ ‘ ddd sekn de diehidied Soke 
1948 oe eae 10.0 | “10.0 
1949 d mn add ddé 
1950____. 6 9.0 9.0 
1951 ; sedis 10.1 10.1 
1952 - : 7 11.4 | 11.0 


1953 ieeeisitaamnel 10.5 10.0 |f 


PeSeSSSeS~ 
Aoumooon~ 


ni 


| 


! Honey produced in the crop year of 1947 was bought in 1948, 
+ Prices are quoted on a delivered basis to packer’s plant. 
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It was the 1950 crop that was first handled under mandatory price 
support and just a glance at those figures will indicate a similarity 
before and after. 

In 1951 Mr. Harold Cooley, then chairman of the House Committee 
on Agriculture, interested Mr. Gus Geissler of the USDA in an 
improvement of the honey program. In 1952 the loan program was 
authorized, and the support price rose to 70 percent of parity. How- 
ever, in 1953 when the percentage of parity remained the same, but 
the support price dropped 0.9 cent per pound, it became apparent that 
price support can be rendered ineffective by the application of modern- 
ized parity. It is on that point that I break with the American 
Beekeeping Federation and these gentlemen that have preceded me. 
They have acquiesced in a continued application of a low support 
price and a low percentage of parity. In fact, this year they have 
asked for 75 percent of parity. I am aware that if years of low prices 
are run into our basing period, that presently parity itself will fall 
so low that the whole program will become ineffective without action 
of the Congress, without action of the congressional committees or 
anything else it will be run out by means of administration. 

Therefore, it is my thought that we should have better enforcement. 

Senator Aiken is no doubt sincere in the following statement, but 
he has never had the experience of a honey producer attempting to 
negotiate a honey program. This quot ition I have taken from his 
introduction to the legislation : 


I would specifically call attention * * * to the fact that the legislation I am 
proposing * * * will permanently guarantee a high level of support—even 30 
percent of parity—if farmers will do their part in keeping production in line. 


At the Senate hearing yesterday Mr. Aiken attempted to explain 
that that applied only to basic crops, that nonbasic crops consisting 
of three-fourths of agriculture were in a different category and did 
not have equality with the basics. But I fail to undnietannd anything 
except equality in the administration of an agricultural program. 1 
find it difficult for anyone to explain to me that I or anyone that I 
represent would be unequal to any other group of producers. The 
case was not made with me. I do not know whether it was mal with 
others or not. 

Let us study the following statistics from the Honey Market News 
issued by Production and Marketing Administration : 


| , 
Colonies of | Average Consump- 
§ | p = Oris ‘ E 
bees | Production | per col- | tion 
j ony 
he | 


Pounds Pounds Pounds 

1947 ‘ 5, 5, 916, 000 228, 162, 000 | 38. 6 

1948 : ; 5, 724, | 207. 000, 000 36.0 

MG scsi Lk and jan dh b Selb Sck } t : 227, 000, 000 40.6 | 

1950_- 5, 612.000 | 233, 000, 000 41.5 | 

1951 : 5, 572,000 | 259, 000, 000 46.5 | ' 235,811, 417 
1952__... . 5, 500,000 | 273,000, 000 | 49.5 | 1 243,939, 574 
1953. __. 5, 535,000 | 224, 000, 000 | 40.5 |_. peel 


i Figures obtained by adding domestic production to taibiorte | and subtracting the amount of honey in 
Government programs. 


You will note in these statistics that we begin with very nearly 6 
million colonies of bees, and in 1947 Psy see there had been a stimula- 


tion of bee population by request of the Department of Agriculture 
for pollination purposes during the war. So that from that rather 
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high figure we move downward to around, 5,500,000 colonies of bees 
in 1953. But if you will note the crops, the amount of production in 
relation to the bee population figures, you will notice that there is 
not a particular correlation. 

In the year 1948, when the bee population was still reasonably 
high, we have only 207 million pounds production and in the year 
1952, when bee population had fallen, we have a high crop of 273 
million pounds. There is not an exact correlation between the number 
of colonies of bees and the crop. 

You will note particularly that the crop in 1953 has fallen to 224 
million pounds. There is a very definite drop there. The average 
producer, you will notice that column, pos ome in spite of the 
fluctuation of crops, approximately 40 pounds per colony. 

The number of colonies of bees in the United States, which is a 
factor capable of control by beekeepers and by the Government, has 
been decreasing since 1947; but crops are variable according to 
weather—just the right amount of rain in the growing season and 
the right amount of fair weather during the honey flow. Of course 
that is not very flexible parity but that happens to be the truth in 
our particular industry. Note that only two of the crops during 
the last 7 years have reached the consumption figures for 1951 and 
1952, and that rarely do years of high production follow each other. 

I got those figures for consumption by adding the total crop that 
was produced in the United States and the amount of imports and 
then subtracted the amount that was taken in Government programs, 
and since under price support the Government takes command of the 
total surplus we were for the first time in 1951 and 1952 able to reach a 
definite figure for consumption. 

You will note that on page 3, in the table, the number of pounds 
consumed in 1951 and in 1952 are greater than the amount produced 
in 1953, indicating a shortage in the industry rather than a surplus. 
Of course pollination could be almost indefinitely increased to the 
benefit of agriculture. Honey, therefore, can be considered a crop in 
shortage, and pollination should be increased for maximum production 
of food. 

From the short crop of 1953, the Department subsidized the export 
of 25 million pounds—you see they were continuously operating on 
the basis that we were a surplus industry; the export subsidy was 
authorized early in the marketing year and before they knew it 25 
million pounds were authorized for shipment—until the shortage was 
recognized and the subsidy canceled on October 16. The same weather 
conditions which created the shortage of 1953 are being duplicated 
in 1954. Those weather conditions are dry weather in the Dust Bow] 
and in the Middle West and dry weather in California. We are 
having a repetition of the weather conditions in 1954 of the weather 
conditions in 1953. 

So that on that basis since our crop fluctuates in relation to weather 
we have the right to expect a shortage of honev in 1954. In other 
words, it seems to me that the Department is in the position that we 
could have 90 percent of parity; we could have a program continued ; 
we could have an effective price support. In other words, with a 
shortage in the industry they are on the edge of correct administration. 
Therefore, this thought that they should not do anything more about 
honey came as a surprise to us, 
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Senator Aiken would assume that the present and the impending 
shortage of honey and the decreasing bee population would be re- 
flected in a suport price of 90 percent of parity in 1954. Is it perhaps 
from this arithmetic that the Department wishes to escape by making 
price support permissive? Unless officials can secure cancelation of 
mandatory price support, they stand in danger of correct administra- 
tion. 

The following statistics indicate where the Department finds the 


surplus: 
{In pounds] 


Subsidized 
School lunch | commercial Imports 
exports 


Crop year C pd nae 


5, 700, 000 |. | 19, 529, 000 

} 11, 502, 600 uy 8, 519, 000 

a a S a- 8, 963, 000 

7. 361, 348 12, 581, 000 12, 018, 468 

17, 754,510 | 117,754,510 | 14, 175, 573 8, 741, 500 

2 7, 000, 000 | () 30, ! 543, 426 8, 483, 000 
} 


1 Bought from CCC, 
?Some sold in market and some exported under subsidy. 


Nors.—Imports are by calendar years and purchases by crop years—Apr. 1 to Mar. 31. 


On page 5 you have a summary of Government price operations 
from the year 1947 to the end of the 1952 program, the marketing 
year eiding April 1, 1953. You will note that from 1947 through 
1950 there were 48 million pounds approximately which fell into 
Government hands in that table. But the imports exceeded that. 
They were 49 million pounds. In other words, at that time we were 
importing honey and the imported honey or its equivalent was falling 
into Government programs and the Department was talking fast 
about a surplus of honey, but their surplus was made up of ‘either 
imports or its equivalent. So that there was no domestic honey at 
all in the programs. 

Then in 1951 and 1952 we had an abnormally large crop in the 
United States, two crops larger than we had in the whole histor y of 
the honey industry. We had | perfect weather everywhere. You have 
some domestic honey in the years 1951 and 1952 falling into Govern- 
ment programs. 

Just casually, if you will note the last honey falling into school- 
lunch programs, ace sording to the table, in 1954, was purchased from 
the 1951 crop. That honey is still appearing in school-lunch programs 
which indicates the nonperishable character of honey. It isstill being 
used. 

cones of Government eat erat Tet: 


Domestic 
honey in 
Government 
programs 
(pounds) 


| Government Imports 


| programs 
} Progra (pounds) 


Crop year 
(pounds) 


| 


49, 029, 468 |___ 
} 


| 
48, 086, 126 


OU Re le Bins eal ial eee 31, 990,083 | 8, 483, 000 | 
1962 to Apr. 1, 1953 --| 37,648,426 | 12,287, 521 | 


19 percent of the 1951 production of honey in the United States. 
29 percent of the 1952 production of honey in the United States, 
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Figures are not available for Government programs for the crop 
year of 1953 which ends on April 1, 1954, but the figure of 9,784,850 
pounds for honey imported in the calendar year of 1953 indicates that 
packers were not able to replace the 25,000,000 pounds of honey ex- 
ported ; it points to the possibility that there is not even a world sur- 
plus of honey. 

The importance of imported honey is not its volume, but its effect 
on the minds of officials in the Department. When beekeepers dis- 
cuss restriction of imports, the Department men belittle the amount, 
and for that reason it would be difficult for us to make a case under 
section 22 since there is a shortage. But when surpluses are calcu- 
lated, they add imported supplies to domestic production and set a 
low support price. 

As a clue to who dominates the thinking of the Department, note 
who has made money from the application of official views. The ex- 
porter permitted to ship first under a 4-cent subsidy this year then a 
3.6-cent subsidy, and given the opportunity to import an equivalent 


amount of honey can do well under this program. In Europe the 


subsidized honey enters into competition with Mexican and South 
American honey, and reduces the world market. This is not healthy 
international trade; it is international price manipulation. The rem- 
edy is for Congress to enact S. 1538 and H. R. 1427 to bring the price 
of imported supplies to parity. 

Would 90 percent of parity make the price of honey too high? A 
support price set at this figure would give the beekeeper 13.5 cents 
per pound, average support price, in 1953, and of course under mod- 
ernized parity it will go a little lower in 1954. I do not know what 
those figures are. Basing the thought on the 1953 parity at 100 per- 
cent of parity or 15 cents per pound, the average producer who pro- 
duces 40 pounds per colony approximately each year would receive 
from honey a gross income of only $6 per colony. 

In 1952, using my own income tax return I found T needed a gross 
income of $8.19 per colony to pay expenses. I did not use my 1953 
income tax return because with our family calamity, the death of my 
husband, we had abnormally large expenses, I think, in production. 
But I think the 1952 return that I presented was about normal. Mem- 
bers of the California State Beekeepers Association, with whom I dis- 
cussed this matter, estimate that they must produce 100 pounds per 
colony at present prices to meet expenses, and for this reason they re- 
quest generous treatment from Congress. I think the reason that they 
set a higher figure than mine—I would have to produce 78 pounds per 
colony to meet expenses—is that those gentlemen with eaten I dis- 
cussed the matter practice migratory operations and we in the Im- 
perial Valley leave our colonies on one location throughout the year. 

Obviously it costs more money to haul them over the country than 
it does to leave them in one place. The members of the California 
Beekeepers Association are especially desirous of witnessing a return 
to the plan of using one price for honey in all parts.of the United 
States, a plan which was successfully used during the first 2 years that 
honey was under price support. 

The alternative plan of the marketing agreement has almost escaped 
attention. It is the dealer’s dream—the producer is assessed to pay 
for advertising, a seller’s cost, or is required to withhold part of his 
crop from the market without provision for financing such as is given 
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in the loan program. Under no condition is the handler regulated, 
imports controlled, or any definite account made of surplus. The 
producer is considered always at fault for having price problems. 

California is under a State marketing order which seems to be an 
8 way of accomplishing nothing, for almost all money is 
expended in salaries and overhead. However, the administration by 
producer-handler committees effectively obscures the voice of the 
producer; the farm problem is stifled rather than solved. 

In summary, I request that the Department of Agriculture be re 
quested to set the support price of honey at 90 percent of parity for 
the 1954 crop year, and to establish one price for honey in all areas in 
the United States; and that Congress amend the Agricultural Adjust 
ment Act, not to exclude honey from mandatory price support, but to 
give it equal treatment with basic commodities, and that Congress 
enact S. 1538 and H. R. 1427. 

(The document referred to above is as follows :) 


THE IMPORTANCE OF BEEKEEPING TO AGRICULTURE 


In 1949 Congress recognized the importance of honey production by placing 
honey in the Agricultural Adjustment Act for price support from 60 to 90 percent 
of parity. The reasons motivating this action were (1) the value of honey to 
its producers and its consumers; (2) the value of beeswax; and (3) the super 
lative importance of pollination to the 50 crops dependent upon the honeybee 
These crops are as follows: 

FRUIT CROPS 


Almond Cantaloupe Pear 

Apple Gooseberry Persimmon (native) 
Apricot Blueberry Plum 

Avocado Huckleberry Prune 

Blackberry Grape Strawberry 

Cherry Muskmelon Tung 

Cranberry Peach Watermelon 
Cucumber Nectarine 


SEED CROPS 


Alfalfa Clovers (Alsike, white, Rape 
Asparagus ladino, crimson, red, Rutabaga 
Beans strawberry ) Squash 
Broccoli Cotton Sunflower 
Brussels sprouts Kale Sweet clover 
Buckwheat Kolrabi Trefoil 
Cabbage Onion Turnip 
Carrot Pepper Vetches 
Cauliflower Pumpkin 

Collards Radish 


The most important group of plants involved is the legumes, for they play a 
major role in maintained soil fertility, in soil conservation, and in the retirement 
of cash-crop land to grasses and legumes. Through their place in crop rotation 
and permanent pastures, they become the basic for the production of beef, mut- 
ton, pork, milk, butter, lard, cheese, leather and wool. 

Because of the destruction of wild pollinating insects by insecticides, by clean 
cultivation of fencerops, and by other agricultural practices, honeybees have 
become responsible for more than 80 percent of the pollination. They are the 
only insects which can be controlled and moved from place to place according 
to need. So great is the need for bees that it is doubtful if there will ever be a 
large enough bee population to give maximum pollination to agriculture. Any 
thing that detracts from the objective of maximum pollination should be avoided ; 
anything which contributes to its realization should be accepted. As the Com 
mittee of Agriculture considered those matters in 1949, it seemed desirable to 
the members than some increase in bee population should be permitted. 


88490—54—pt. 19 12 
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Mrs. SuepHarp. No doubt you are all familiar with those bills 
since they are part of your agenda in the committee to put such 
duties on imported supplies of price- supported commodities as will 
bring the price of those supplies to parity. 

Mr. ANDRESEN. Does that complete your statement ? 

Mrs. SHePHarp. That completes my statement. 

Mr. ANnpDreEseN. Will you tell the committee from what countries 
this honey comes that is imported ¢ 

Mrs. Sueprarp. It comes largely from Mexico, Cuba, and some 
from Guatemala. Of course normally if it were not imported into the 
United States it would flow directly to Europe. 

Mr. Anpresen. Mr. Hill? 

Mr. Hitz. In what shape does this honey come to America. Is it 
canned or bottled ¢ 

Mrs. SuePHarp. I believe it comes in cans, but I believe the person 
most competent to answer those questions about the import of honey 
would be Mr. R. B. Willson, who testified earlier. Mr. R. B. Willson 
told us yesterday in the Senate committee that he himself personally 
imported about 4 million pounds of honey annually. But I am quite 
sure that it is handled in 60-pound cans as our domestic honey, or 
sometimes in drums. 

Mr, Hixzi. Most of it coming from Mexico? 

Mrs. SuePuHarD. A great deal from Mexico. 

Mr. Huu. If there is such a question, what about the sanitary 
conditions under which that honey is produced? Is there any ques- 
tion about that ? 

Mrs. SuHepHarD. I think Mr. Willson could answer that more effec- 
tively. I do not believe that Mexico—of course I live on the border 
of Mexico, in Calexico, Calif—I do not believe Mexico has by any 
means the sanitary lila that the United States has. 

Mr. Anpresen. Is imported honey sold any cheaper than domesti- 
cally produced honey ¢ 

Mrs. SHepwarp. We have always been assured of that by our deal- 
ers. In fact, that has been almost a threat upon us during the years. 
It may not be true during very recent months because enidaitly the 
dealers have had difficulty in getting sufficient supplies of the imported 
honey. 

Mr. AnpreseEn. Is the imported honey better in quality ? 

Mrs. Suepuarp. It is usually not so good except the imported 
honey tht perhaps they might get from Argentina, which is sweet 
clover and alfalfa and very fine honey. But usually it is not so ac- 
ceptable to the United States market, I do not believe, as the American 
honey. From those southern countries it is usually of a darker grade. 

Mr. Huw. Have you any figures on the consumption of honey, per 
capita? Are we increasing our use of honey or decreasing? 

Mrs. SuepHarp. I haven't any figures on that. I believe that we 
increase our use of honey during those years of high production 
especially because the individual beekeeper makes quite an effort if 
he has a crop everywhere in the United States to do a lot of retailing. 
I would assume that in a year of short production such as this that 
the amount of consumption would decrease because so many areas 
in the United States are running out of honey and so many of the 
small producer-packers are running out of honey, they are not able 
to supply customers. 
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Mr. Hitt. Have you an estimate of what insecticide spraying is 
doing to the destruction of the bee colonies? 

Mrs. Sueriarp. Under Mr. Harrigan’s supervision in the Imperial 
Valley we have an insecticide program that protects us very well. 
In Arizona, in some areas where it is not regulated by county ordi- 
nance or by law, the use of parathyen has been bad. I think there is a 
constant threat to the beekeeping industry of careless use of insecti- 
cides and of course this constant though that a low price must be 
required to limit our production is probably superfluous. Insecti- 
cides may do it. 

Mr. Hut. I think it has in my area, definitely. 

Mrs. SuerHarp. I am sure of it. 

Mr. Hix. The spray for apples has definitely lowered the number 
of bees that operate in the area and we get worried sometimes about 
getting proper pollination not only of our fruit but of other things. 

Mr. Anpresen. Mr. Hoeven? 

Mr. Horven. You appeared before this committee at Whittier, 
Calif., did you not? 

Mrs. SuerHarp. I did. 

Mr. Hii. I recall the very fine statement you made at that time. 

Mrs. SuerHarD. Thank you very much. 

Mr. AnpreseN. Thank you very much, Mrs. Shephard. 

Mr. Schaefer, I believe you were ready to answer any questions. 

Mr. Scuarrer. No, sir, not to answer any questions, but I will do 
my best to answer the questions that you ask of me. 

‘Mr. Anpresen. Are there any questions of Mr. Schaefer? 

Mr. Horven. I would like to ask Mr. Schaefer a question or two. 
I note with interest that Mr. Schafer is a member of the board of 
directors of the Sioux Honey Association. 

Mr. Scuarrer. That is right. 

Mr, Hoeven. I assume you are well acquainted with Mr. R. F. 
Remer of Sioux City ? 

Mr. Scuarrer. That is correct. 

Mr. Hoeven. You say the Sioux Honey Association produced about 
20 million pounds of honey a year. Is that right? 

Mr, Scuarrer. That is right. 

Mr. Hoeven. That is a little better than 10 percent of the entire 
production of the United States. 

Mr. AnpreseEN. Is it all from the State of Lowa? 

Mr. Horven. No, it is not all from the State of Iowa, but there is 
quite a bit of it produced in the State of Lowa. 

Mr. Hiux. May I ask a question? Is this honey produced in your 
area, Mr. Hoeven, that butter honey that I sampled ¢ 

Mr. Horven. It is. 

I would direct this question to Mr. Schaefer: You will recall that 
a few years ago, I think it was, about 1949 or 1950, the industry made 
their presentations to the Department of Agriculture and representa- 
tives of the industry also appeared before this committee at which 
time they asked for a support price on honey. They made out a 
vase at that time to the satisfaction of the committee and apparently 
also to the satisfaction of the Department of Agriculture. 

Now we find that the Department of Agriculture wants to remove 
the price supports on honey entirely. I would like to know just how 
your situation is different today, if it is, from what it was in 1949 
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or 1950 when you first presented your problem to us. In other words, 
has there been any ¢ hange in the situation ? 

Mr. Scuarrer. Yes, sir. The change has been that when we first 
appeared here we had a very disorganized market. The beekeepers 
were facing ruinous prices. Since that time, in the last 2 years, the 
market has become orderly because of the loan and purchase agree- 
ment feature of the mandatory feature of the price support program. 

As I stated before, that is because an individual not belonging to 
a co-op, when he becomes in need of money he must sell on the open 
market. Banks do not take honey very readily as collateral. In 
fact they do not like to take anything that a beekeeper has as collateral 
because it is a highly specialized industry and in case of a forced 
sale would have no value. 

So the man who is distressed can get a loan under this mandatory 
price supports, whereas under the permissive agreement I do not be- 
lieve a loan is possible. At least that is what we have been told. 
The man who belongs to a co-op delivers honey to the co-op in the 
fall when his crop is harvested and gets an advance payment. He is 
relieved of his distress, of his need of money at that time. 

Mr. Aserneruy. From whom does he get that advance payment ? 
I do not exactly understand. 

Mr. Scuaerer. From the co-op itself. The co-op places the honey 
under warehouse tickets and in turn borrows the money from a bank 
of cooperatives. 

Mr. Hertone. As I understand, where an individual would not be 
able to deal with banker cooperatives, he gets advances and would not 
be in as bad shape as the rest of them. 

Mr. Scwarrer. That is correct. 

Mr. Hertonec. We who live in fruit-producing areas recognize the 
tremendous value of colonies of bees there for pollination purposes. 
I wonder if there is any income coming to the producer by reason 
of the fact that he rents his colonies out. 

Mr. Scuarrer. Generally where the pollination services are desired 
by the orchard owner the orchard owner pays the beekeeper to move 
the bees in. 

Mr. Hertone. That would be some income in addition to the sale 
of the honey # 

Mr. Scuarrer. That is right. But that is in the very restricted 
areas. In my position at home, where we have general dairy farm- 
ing, a good many farmers raise clover seed, medium red clover seed. 
The first crop goes for hay and the second crop goes for seed. 

A man approaches me and wants me to put bees in his field and 
he will pay for it. But I cannot direct my bees to that field of clover. 
They will go to all the other fields of his neighbors. Consequently 
these men do not want to pay any more because they get it for nothing. 

Mr. Hertone. You cannot make the bees stay in one field. 

Mr. Scuarrer. That is right. 

Mr. Anpresen. Mr. Hoeven? : 

Mr. Horven. I want to make one observation. I particularly want 
to compliment Mr. Root for calling attention to something that is so 
little thought of and recognized by the people of the country as a 
whole with reference to pollination, and that is the need for maintain- 
ing the bee population which is vital to our modern agriculture. 
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More than 50 agricultural crops are more or less dependent on the 
honey bee pollination. So regardless of the price-support feature of 
it, we must keep in mind that we need this bee population as far as 
the agricultural economy of the country is concerned. 

Mr. ANpRESEN. I would like to add my opinion to your observation. 
As I recollect it, the Department of Agriculture in 1949 was not very 
friendly to a support price. I know that I offered the amendment 
on the floor in 1949 when we attached it to the agricultural bill at 
that time in the old caucus room. The first amendment was stricken 
out on a point of order, and I offered the next amendment which was 
adopted and which is now in existing law. 

I do not want to question your judgment, Mr. Hoeven. I know 
that I did offer that amendment which is now in the law. 

Mr. Abernethy ? 

Mr. Apernetuy. Mr. Chairman, I would like to ask the witness a 
question or two. When the Department was before this committee 
a few days ago and presented its program through the Secretary him- 
self and his assistant, Mr. Morse, they then, as you well know, recom- 
mended that the mandatory supports from 60 to 90 percent of parity 
for honey and I believe tung oil is also to be deleted from the present 
law. 

Time was so limited during the days that they appeared before 
this committee that we did not have very much opportunity to go into 
their views regarding various phases of the program. Most of us, 
the committee being so large, consisting of 30 members, only had about 
10 minutes to interrogate the Secretar y and his assistant. 

I assume that you gentlemen have conferred with someone in the 
Department. If so, I would like to know what they told you as to why 
they were recommending that this commodity be taken out of the 
mandatory category of price supports. What reason did they give 
for it? 

Mr. Scuarrer. We have been unable to ascertain that ourselves. 

Mr. Avernetuy. Have you counseled with them about it? 

Mr. Scuaerer. We have asked but they have neglected to state that 
in a return letter. 

Mr. Asernetuy. Have you sought any audiences with them? With 
anyone down there? 

Mr. Scuarrer. Not just lately. We were down here a month ago, 
yes. We presented our resolutions to Mr. Benson personally. 

Mr. ABERNETHY. Before the Department’s views were presented did 
you have any information that the views that they were to present 
were to contain a recommendation of this character ¢ 

Mr. Scuarrer. We just took from Mr. Benson’s speeches, one in 
Oklahoma and one in San Francisco, that he was to take the-——— 

Mr. Avernetuy. How many of you are in this field of activity? 
How many beekeepers are there in the United States? 

Mr. Scuarrer. Roughly 400,000. 

Mr. Anerneruy. Scattered through every State of the Union? 

Mr. Scuarrer. Scattered throughout the country pretty well; yes, 
sir. 

Mr. Asernetuy. At what level is the commodity now supported ? 

Mr. Scuarrer. Ten and one-half cents—70 percent. 

Mr. Apernetuy. Has it been at that level ever since the law was 
passed several years ago? 
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Mr. Scuarrer. We had it at 60, it started at 60. 

Mr. Aserneruy. And 70 is the highest level at which honey has 
been supported ¢ 

Mr. Scuaerer. That is right. 

Mr. Azerneruy. What percentage of your 1953 crop went into the 
loan or purchase program ¢ 

Mr. Roor. I think there is about 214 million loan. There was about 
800,000 under purchase agreement. 

Mr. Asernetuy. Do you mean pounds? 

Mr. Roor. Yes, pounds. The total I had changed down to dollars. 
The total amounted to slightly over $300,000 worth under loan and 
purchase agreement. 

Mr. AsernetrHy. That does not answer my question. What per- 
centage of your 1953 crop went into the purchase and loan program, 
approximately ? 

Mr. Stone. As of now it is about 1 percent. The reason we cannot 
give you a definite answer is that honey can still be taken out from 
the loan agreement until the end of this month. But as of now it is 
about 1 percent. 

Mr. Apernetuy. Only 1 percent ? 

Mr. Srone. Right. 

Mr. Avernetuy. And the rest of it was marketed ? 

Mr. Stone. That is as of now. 

Mr. Asernetny. Through regular commercial channels ? 

Mr. Sronr. Regular commercial channels or through the export 
subsidy program. 

Mr. Hertone. It is going out of the program ? 

Mr. Stone. It is going out and there will be less than that at the end 
of this month. In other words, the takeover date is not until the Ist 
of April. 

Mr. Hertonc. Excuse me, will you yield? 

Mr. Apernetuy. Yes. 

Mr. Herione. Virtually all that is in there is from independent 
producers and not from the cooperatives, because they have their own 
price-support programs. 

Mr. Srone. I understand it is all from independent producers. 

Mr. Anernetruy. I understand this will be more or less guesswork. 
Is it reasonable to assume that even this small 1 percent will be 
withdrawn ? 

Mr. Srone. I feel it is reasonable to assume that a fair portion of 
it will. That what will remain with the Government in general will 
be the small lots which are placed under loan in what are considered to 
be the remoter portions of the country, that is, remote in the sense 
that they are fairly well removed from ‘the consumption centers. 

Mr Azernetuy. It is fair to say then that right now comparatively 
there is no surplus? 

Mr. Srone. That is correct. 

Mr. Hertone. Every bit of this goes out every year, and when the 
time comes for the new crop to come in each season, as I understand 
it, there is actually none left on hand. Is that correct? 

Mr. Srone. Not in previous years. There has been more under loan 
in previous years at the takeover date. 

{r. AnprEsEN. Is the market price now above the 70 percent of 
parity ? 
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Mr. Srone. Yes, sir. 

Mr. ANpDRESEN. How much ? 

Mr. Srone. About a cent a pound. 

Mr. ANpresEN. Is the old honey moving freely into the markets? 
Are you disposing of it? 

Mr. Strong. Yes. 

Mr. AnpreseNn. Are any of the producers keeping their honey under 
the loan in order to aw ait a higher price? 

Mr. Srone. Some have done that. They placed their honey under 
loan ez arly in the producing season and it is now being taken out from 
under loan because they are getting a better price than the loan level. 

Mr. AnpreseN. Do you know in number of pounds the amount 
under loan ? 

Mr. Srone. I do not know definitely. There are representatives 
from the Department of Agriculture here. It is my understanding 
that there was less than 2 million pounds under loan as of the 15th 
of this month. 

Mr. Anpresen. You referred to someone from the Department. 
Is that Mr. Hamilton ¢ 

Mr. Srone. No, Mr. Greenwood or one of the men in his depart- 
ment. Mr. Greenwood is here. 

Mr. ANprRESEN. We will have to get that from him. 

Mr. Harvey? 

Mr. Harvey. Is there an import duty on honey ? 

Mr. Srone. Yes, sir. One cent per pound. 

Mr. Anpresen. Was that import duty higher under the act of 1930? 

Mr. Sronz. Mr. Willson ? 

Mr. Wiuiuson. The rate of duty on honey was reduced at one time 
about 15 years ago—I do not remember exactly when, sir—from 1.2 
cents tol vent. That is the only change I have known in recent years. 

Mr. AnpresEN. That is, they took off two-tenths of 1 cent? 

Mr. Wiitson. 1.2 to 1 cent. From 1.2 cents to 1 cent. 

Mr. Anpresen. I want to ask any of you something that has come 
to my attention. I received several letters from producers of honey 
to the effect that they have consigned their honey to a commission 
merchant and that the commission merchant has failed to make 
returns for their honey 

Do any of you have a complaint of that kind? 

Mr. Wiison. I am R. B. Willson, a honey dealer and president of 
the National Honey Packers and Dealers Association. We urge all 
sroducers at all times never to ship to anybody that their own “bank 
bs not recommended. If they do not know a person, do not know his 
standing, they should never ship. Almost every year we find some 
»roducers falling for a line that they will get from somebody, saying 
S will return them a long price. He takes the chance and maybe does 
not get paid at all. 

Mr. Anpresen. It seems to me that a commission merchant of some 
kind in Chicago received quite a few shipments. I went into it at 
the time the complaints came in and it seemed to be very difficult to 
get at it. The thought occurred to me that you men might have some 
suggestions to make with reference to the existing loss so that we 
could deal with culprits of that kind. 

Mr. Wutson. I am glad our organization would be glad to report 
anybody that we think should be investigated if you would like us to. 
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Mr. Anpresen. There is no way under Federal law, as I understand 
it, that we can get at unscrupulous commission men. You could sue 
them, of course, under State law, but to get at them and revoke their 
license, they have no license because they operate otherwise. 

Mr. Wittson. I do not believe any of our members work on com- 
mission. I think they are all merchants. We buy outright. We pay 
outright for what we buy. 

Mr. Anpresen. Mr. Harrison, from Nebraska. 

Mr. Harrison. What are the requirements for a producer of honey 
to getaloan? Do you have to belong to an organization of some kind 
in order to get a loan from the Government, or what are the require- 
ments, if any ¢ 

Mr. Stone? 

Mr. Stone. The requirements are extremely simple. The producer 
has to belong to a known organization. He has to have the honey 
in acceptable containers. It has to be inspected by a county repre- 
sentative of the PMA office and pass certain minimum requirements 
for honey. In other words, it has to have a certain degree of 
cleanliness. 

The containers have to be good, usable containers, and it has to 
have a certain minimum moisture content. But it isa very easy thing 
insofar as doing business with the Government is concerned, to get 
a loan. 

Mr. Harrison. Has there been more honey under loan in 1953 than 
there has been in previous years, or has there been less honey ? 

Mr. Srone. I can answer that only as of a particular date, such 
as now, when there is a great deal less honey this year, which is the 
1953 crop year of honey, than there has been in previous years at a 
comparable period. 

Mr. Harrison. Can you explain how this support price has helped 
in setting up a more orderly marketing situation? 

Mr. Sronr. Yes. At the beginning of the crop production honey 
beekeepers are hard up for money, and they will come around to the 
buyer such as ourselves and want to sell their honey. Those of us 
who are not currently in the market will say we are sorry, we are 
not in the market. 

If they are hard enough up for money, they will go until they can 
find someone who will give them cash for their honey, and there is 
always a fringe of dealers who stay in business by buying distress 
lots of honey then then marketing it. Therefore those beekeepers 
have to take less for their honey than is the going market. 

If there is enough of that to go around then it tends to depress the 
overall price. 

Mr. Harrison. With that thought in mind, what percentage of the 
honey that is produced would you say goes through the Government 
regime? The man gets a loan on his honey. Does he then in turn 
sell it to the Government or let the Government have it, or is the usual 
method to get the loan and when the price is right he redeems his 
loan and the honey never gets to the Government. 

T am wondering how much of this honey really gets to the Govern- 
ment. 

Mr. Sronr. The precise figures I cannot give you except to say that 
the practice i is in general as you have indicated. They place it under 
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loan and then if the market improves they turn around and take it 
out from under loan and sell it for higher than the loan price. 

Mr. Harrison. What has been the experience? Has the price 
usually increased to a point where it was not necessary for the Gov- 
ernment to take it? 

Mr. Stone. In general, yes. In 1951, under the price support pro- 
gram, there were 17.7 million pounds of honey taken over by the 
Government. 

In 1952, 7.0. In 1953, we feel that that figure will be less than 1. 
We cannot give you a definite figure because the takeover date is not 
yet here. 

Mr. Harrison. If the support price is not maintained would you 
think that the orderly marketing situation that you have set up might 
be disturbed ¢ 

Mr. Srone. I am firmly convinced of that. 

Mr. Harrison. One more observation. I would like to have each 
of you answer for your particular locality. How much call do you 
have from farmers, that is, you beekeepers, to make your bees avail- 
able in the different communities for pollinization purposes? 

It has been indicated here that it is a very important item in agri- 
culture. I just wonder what call you people have for that particular 
type of thing. 

Mrs. SHerHarD. Perhaps I might answer that question. In the 
alfalfa-seed-growing areas of the San Joaquin Valley there has been 
quite a practice of moving the bees from the orange orchards in the 
spring into the San Joaquin Valley for pollination of alfalfa seed. 
However, there is still a demand but since the cancellation of price 
support on alfalfa seed there has been a difficulty about securing sutli- 
cient payment for that service. 

In Imperial Valley we have an area quite liberally supplied with 
bees and since we are not migratory and our bees are always there, 
it is very difficult to secure any payment at all because the service 
comes free as air and it is difficult to secure payment from a service 
no matter how great its value unless you can deny it to those people 
who do not pay. 

So that we do not rent bees for pollination but we pollinate the 
various crops in our valley free of charge. 

Mr. Harrison. What is the best field of operation—the alfalfa fields 
or the orange groves ¢ 

Mrs. SuerHarp. The alfalfa fields for ourselves in the Imperial 
Valley. Oranges I do not believe require bees especially for allies 
tion. There is a little argument about that. Some feel that it im- 
proves the second fruit and others feel that it does not. 

In the case of alfalfa bees are strictly desirable for pollination but 
not the bees’ pollinators. ‘The wild pollinators are better. Especially 
in an area like the Imperial Valley, where the wild pollinators have 
been destroyed, it is almost obligatory that bees be depended on as a 
source of pollination. 

Mr. Harrison. Would you say that 70 percent would be high 
enough for the support price if it were maintained at 70? Would that 
be sufficient ? 

Mr. Srone. I do not think so. I am for 90 percent myself. 
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Mr. Sacunsky. We would like to suggest that while we have not 
made any specific recommendation, that the 101% cent price which we 
now have is about as low as we should go. 

That is based on 70 percent of parity last year. I understand that 
parity has come down to the point now where it would almost take 
75 percent to make 101% cents for us. 

Mr. Harrison. As I understand the price in the market place is 
above parity at the present time. 

Mr. Sacunsxy. That is right. I sold my honey for 12 cents when 
the support price was 10% cents. 

Mr. Harrison. That is probably due to the orderly marketing. 

Mr. Sacunsky. That is very correct, very true. Our chief trouble, 
as Mr. Schaefer, I believe, pointed out before, is the fact that bankers 
just do not loan to individuals on honey or bee equipment. It is too 
hazardous for them and consequently some of these people, the inde- 
pendent men who are hard up for money, must sell at a sacrifice just 
to keep themselves going. 

In that regard the loan program does enable him to tide himself 
over until the market is in shape so he can get a decent price for his 
honey. 

The 101% cent figure will not stimulate the industry. 

It will not create any large surpluses. We have an example of that 
already because even with the 101% cent figure our people are gen- 
erally going out of business to some extent. 

There is a decline in the number of beekeepers that are now in the 
business. 

Mr. Harrison. Would you say that it is a healthy situation at 101% 
cents for the industry? If it were higher would you have more com- 
petition ? 

Mr. Sacunsky. Our feeling is that 1014 cents is possibly just about 
right. If you go above that ‘it would be fine. We would jike to have 
a little above it. We are trying to be reasonable and fair about this 
whole thing and go in accordance with the Secretary’s program. 

For that reason we feel that about 75 percent should be somewhere 
in the neighborhoood of our required needs. 

Mr. AnpresEN. Mr. Gathings? 

Mr. Garuines. On page 2 of the statement presented by Mr. Root, 
the counsel, it seems to be most significant, the information presented 
there, wherein the population of the United States has increased two- 
fold since 1900 and the bee colonies have only increased about 37 per- 
cent. 

I wonder whether or not that 37 percent increase is keeping pace 
with the needs of the American farmer. 

Mr. Roor. We do not feel it is. We do not think it is the best thing 
for the country. But on the other hand, we are trying to be reasonable. 
We do not feel Government should do everything for us. 

As I have pointed out here in the statement, we are trying to do 
something for ourselves. Actually it would be a good thing if indus- 
try were stimulated, if there were more colonies of bees, if instead of 

37 percent increase since 1900 it were, say, at least 100 percent, it 
would be good. 

I do not know how it would affect our industry, whether we would 

be able to absorb it. It would have to come gradually. We do not 

feel it isenough. But on the other hand we do not feel it is probably 
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the Government’s place to shoot in the arm of the industry enough 
stimulation to bring that about. 

We think we should be able to do it on our own and we are trying 
to. That is one of the points we are making. We are trying to do 
something for ourselves. 

Mr. Garutnes. I am glad to hear you say that. That is com- 
mendable. I wonder, though, from the witness’ remarks who testi- 
fied a while ago in answer to Mr. Harrison’s questions—I believe he 
stated there is a reduction in the number of people who are now 
engaged in the beekeeping industry. 

Mr. Scuarrer. That is right. 

Mr. Garurnes. There is a continued decline over the period of years 
from 1949, when you were placed in a particular category in the 1949 
act? 

There has been a decline in the number of beekeepers. 

Mr. Sacunsky. That is correct. I think the statement Mr. Jensen 
made from the South is more or less typical, I talked to Mr. Schaefer 
who had made a trip down through the South after the Baltimore 
meeting. He reported to me that many of those queen breeders down 
there were having to go into the raising of honey to make a living. 
I talked with Mr. Jensen yesterday and he said the same thing. 

So I believe it is a good statement that the bee population is going 
down and the number of beekeepers is going down. 

Mr. Gaturnes. That is all, Mr. Chairman. 

Mr. JeENsen. Mr. Golden? 

Mr. Gotpen. I would like to ask Mr. Jensen a question. 

I believe you are connected with the bee breeding association ? 

Mr. Jensen. Yes, sir. 

Mr. Goren. If there is a shortage in the country and if the bee 
population should be increased in order to supply sufficient pollination 
for our various agricultural crops, how long does it take from the 
time that you find that you get a demand and realize you have to 
have more bees to produce colonies and send them out over the country 
where they can be useful ? 

Mr. Jensen. It takes quite a while. It is not a rapid process at 
all. It would be very gradual. It would entail a period of several 
years to materially increase it, beeause of the great amount of skilled 
labor which has to be employed in the first place. 

Skilled help has to be trained in the first place, and equipment is 
very expensive. There are a number of items. Transportation, for 
instance, isa big item. The expenses are high. There are very many 
people, even established firms, that are reluctant to spend money or 
increase their expenditures under present conditions. The process 
will be slow. 

Mr. Goipen. The support price that has been in effect over the Jast 
4 years, has it done anything to increase the production of bees? 

“Mr, Jensen. No, sir; not generally, 

Mr. Gotpen. What is the remedy ? If we are short how can we have 
a supply to meet the demand ? 

Mr. JENSEN. Someone else could answer that better than I, probably. 
It reverts back to the iact that honey is the basic commodity of the 
industry and we as shippers are dependent on the prosperity of the 
honey producer. They are our market. 
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Mr. Gotpen. How far does a colony of bees travel in pollinating 
a crop? 

Mr. JENSEN. That depends largely on the topography of the land, 
the lay of the land and the source of the nectar that is available. It is 
generally conceded that if bees have to fly over a couple of miles for 
nectar that they are defeating their purpose. They are not gaining 
anything to speak of. The closer they are to the source of nectar the 
more honey they would naturally produce. 

It also has been prover that bees do not fly too far in the process of 
pollinating crops. They have to be quite adjacent to the particular 
fields that have to be pollinated. 

Mr. GoLpEN. If they are limited to that, aren’t there great sections 
of the country where there are no bees at all ? 

Mr. JENSEN. Yes, sir; that is true. Or at least very few, I would 
say. ; 

Mr. GoLpen. I was very much impressed to learn for the first time 
this morning, by reason of a comment made by our colleague, Mr. 
Hoeven, that 50 different crops depended on the honey bee for pollina- 
tion, at least in part. Is that about correct? That 50 different agri- 
cultural products depend on the honey bee? 

Mr. Jensen. Yes, sir; that is relatively true. 

Mr. Gotpen. I heard somebody say that it had an important bearing 
on soil conservation. 

Mr. JENSEN. That is correct. 

Mr. Gouipen. And the pollination of grasses? 

Mr. JENSEN. Also legumes. 

Mr. Gotpen. That is all, Mr. Chairman. 

Mr. Roor. Mr. Chairman, may I straighten the record on one point ? 
I believe Congressman Gathings referred to me as counsel. I. want 
to straighten it out that I am chairman of the Honey Industry Council 
of America and we make bee supplies for one thing. I come from a 
long line of people who have been in the industry. Our family has 
been in the industry about 75 to 85 years. 

I did not want to be referred to as “counsel.” I wanted to get that 
straight on the record. 

Mr. Anpresen. The record stands corrected. 

Mr. Jensen. Mr. Chairman, I am going to have to ask to be excused 
from this hearing. My plane leaves at 12:25. 

Mr. ANprESEN. We are about to excuse the whole group. I want to 
say that we thank you for your statements. We will have men from 
the Department of Agriculture here before we conclude our general 
hearings and go into details with them on their proposal. 

Mr. Roor. Mr. Chairman, could I ask one other question? We have 
here a past president of the Beekeeping Federation and he has sent me 
a note asking if we can request permission to file a statement at a later 
date, appended to this hearing. 

Would that be possible? 

Mr. AnpresEN. You may do that, and it will be placed in the record. 

Mr. Roor. That is Mr. Roy Groute. 

Mr. Witson. May I file a record on imported honey or take 2 
minutes to make the statement ? 

Mr. Anpresen. We have one more witness on another subject. We 
will be glad to have you send that in and file it with the clerk for the 
record. 
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Mr. Witzson. Thank you very much. 
(The statement referred to above is as follows :) 


A STATEMENT IN Favor or IMPORTED HONEY 


On March 22 and 23, 1954, a statement was presented to the Committee on 
Agriculture of the United States Senate and the Committee on Agriculture of 
the House of Representatives, by Mrs. Laura Shephard of Calexico, California, 
in which she spoke in favor of controlling honey imports on the basis of raising 
the tariff from its present level of 1 cent per pound to bring it up to parity, 
which would, in effect, keep it out of this country completely. Mrs. Shephard 
represented no national organization. 

We sincerely appreciate the privilege accorded us to present to our Govern- 
ment the reasons why the importation of honey into the United States should 
be continued on the same basis as it is today. 

1. At the time Mrs. Shephard’s presentation was made, 5 individuals repre- 
senting 5 national organizations within our honey industry appeared before these 
committees, namely, Mr. Alan Root, chairman of the Honey Industry Council; 
Mr. Henry Schaefer, president of the American Beekeeping Federation; Mr. 
Walter Sagunsky, a director of the Sioux Honey Association, our largest 
honey cooperative in America; Mr. Chris Jensen, past president of the Amer- 
ican Bee Breeders Association and past president of the American Beekeep- 
ing Federation; and Mr. R. B. Willson, president of the National Honey Packers 
and Dealers Association. Not one of these organizations requested or suggested 
any action by Congress on honey imports. 

2. The volume of honey imports during the past 6 years, during which time 
we have had active price support and subsidy programs for American honey, 
has been 3.88 percent of our national honey production, a very small figure. In 
the 3 years from 1948 through 1950 our national honey production was 667 mil- 
lion pounds. The following 3 years, 1951 through 1953, our production was 756 
million pounds, an increase of 13.3 percent. 

During the first period, namely 1948 through 1950, our honey imports were 
29,500,468 pounds, and during the following 3 years, 1951 through 1953, when 
our Government support program for honey had been most active, our imports 
were 25,707,455 pounds, or a corresponding decrease of 12.86 percent, offsetting 
percentagewise the increase in our national production, thus reflecting a healthy 
condition. 

3. Almost all honey imported into the United States is for industrial pur- 
poses. In the main, it is honey that is darker and stronger in flavor than our 
honey and does not compete with our honey that is used for table purposes. 
It is on the other hand comparable to the strong-flavored and dark-colored maple 
sugar from the Beauce District of Canada that is imported into the United 
States for manufacturing purposes. 

4. Some manufacturers in the United States actually prefer imported honey 
for its strength of flavor. Those who do thus favor imported honey are con- 
sumers of well over 50 percent of the total imports. 

5. By far the largest part of the honey imported into the United States is 
purchased by firms along the Atlantic seaboard, brought into Atlantic seaboard 
ports, and to a lesser extent into the port of New Orleans, which areas are far 
removed from the heavy centers of honey production within the United States. 
Practically no imported honey goes into the west coast ports close to areas of 
heavy production. 

6. Imported honey has not depressed our market or in any way interfered with 
our price-support program for honey. The proof of this is that for the past 
2 years in all sections of the United States all honey has been selling substantially 
above price-support levels. If imported honey were depressing prices for do- 
mestic honey, the prices being paid to producers would have dropped to price- 
support levels. 

7. The cost of imported honey is not determined by the cheap labor that exists 
in some of the countries of origin any more than is the cheap labor with which 
some coffee is produced, since honey, like coffee, is a world commodity and its 
price is made in the many markets of the world where it is determined by the 
basic laws of supply and demand. 

8. Except in 1950 and 1951 when they had serious crop failures, more than 
half of the honey imported has been coming from Mexico, and almost all of this 
from Yucatan. This honey is prepared in processing plants which are the finest 
in the world and the quality of their deliveries is excellent. The records of 





3072 LONG RANGE FARM PROGRAM 


the United States Food and Drug Administration will show that none of this 
honey during the price-support program for honey has been rejected on entering 
this country for any cause whatsoever. 

9. Our production figures for the year 1948 show only 207 million pounds 
produced within the United States. This is much less than is needed in our 
country and only by imports could our minimum requirements be taken care of. 
Actually, during the war years and for a period of more than a year after the 
war when we were experiencing a serious sugar shortage, it was imported honey 
that saved our domestic honey industry by supplying the industrial users 
throughout the country almost completely with their needed supplies, such as 
in the baking of bread. Had we not been able to secure imported honey in 
those years, many long-established products, the formulas for which require 
honey, might have been forced off the market. Once off the market, as all 
businessmen know, it would have been extremely difficult, if not impossible, to 
revive them. 

10. Canada is normally an exporting country for honey. Just this past year 
the Canadian crop was so short that they imported many carloads of honey 
from the United States under their laws which permit them to buy honey 
freely as they may need it at a rate of duty of 1 cent per pound, the same as 
ours. We believe that our laws should remain unchanged as to honey imports, 
permitting us to have this same privilege. 

11. In conclusion, we want to point out that honey imported into the United 
States comes almost completely from a few countries among our Latin Ameri- 
can neighbors. In most areas where that honey is produced very few things 
besides honey can be raised, and to deprive these people, whose daily lives are 
integrated with American trucks and automobiles, American radios, and Ameri- 
can moving pictures, of whatever little market they have here, might cost us 
more in ill will than the total value of such honey. In addition, we think it 
illogical on the one hand to be spending point 4 money in these countries, as 
we are doing, to assist these people in developing their resources, one of which 
is the honey-yielding plants of their jungles, and on the other hand to deprive 
them of one of their markets for this product. As things stand today, it is our 
sincere belief that the relatively small percentage of honey imports coming 
into the United States is a beneficial safeguard to our American honey industry. 

Respectfully submitted. 

R. B. WILLson, 
Chairman, Honey Section, 
Association of Food Distributors, Inc. 
NEw York, N. Y., April 12, 1954. 


Mr. Anpresen. The next witness, representing the vegetable grow- 
ers, is Mr. Allen Towson, Seabrook Farms; is that correct? 


STATEMENT OF LEE TOWSON, PRESIDENT OF THE VEGETABLE 
GROWERS ASSOCIATION OF AMERICA 


Mr. Towson. That is correct, sir. 

Mr. Anpresen. I remember a meeting we had at your farm. We 
would be glad to have the benefit of your observations. 

Mr. Towson. Mr. Chairman, I wish to submit a statement for the 
record, a complete statement which I will not go into now but would 
like to have that submitted for the record. 

Mr. Anpresen. It will appear in the record, unless there is objec- 
tion. 

(The document referred to is as follows:) 


STATEMENT OF THE VEGETABLE GROWERS ASSOCIATION OF “AMERICA 
By A. Lee Towson, Jr., President 


There are 100,000 growers having as their principal source of income the pro- 
duction of vegetables. Our association is the only national vegetable growers’ 
association. It is exclusively a growers’ organization representing growers such 
as James D. Swan, of Delavan, Wis., who farms 1,000 acres; Milton Mueller, 
of Chesterfield, Mo., farming less than 50 acres; hothouse grower O. Keith Owen, 
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of the Davis Co., in Terre Haute, Ind., growing 35 acres under glass; and Curtis 
Cook, of East Schaaf Road, Cleveland, Ohio, who has 3 acres under glass. 

Our policies are formulated by delegates at our annual convention. These 
delegates are elected by State and local associations who are affiliated with and 
are members of the Vegetable Growers Association of America. 

We who are engaged and interested in agriculture must recognize that agricul- 
ture’s purpose and reason for existence as a part of our Nation’s economy is to 
produce with God’s help sufficient food, fiber, and other agricultural products to 
meet the needs of our Nation and what we can profitably supply for export trade. 
In serving this essential function in our Nation’s economy we must necessarity 
produce a slight amount in excess of our needs so that our citizens do not want. 
Our average net income must certainly have the opportunity to be on a parity with 
other groups who are serving equally important functions in our economy. If 
this relationship becomes seriously unbalanced, agriculture would be unable to 
purchase others’ services or the products thereof. 

Principal farm legislation has to do with parity and the farm price support 
programs, having as their objective the attainment of parity. The meaning of 
parity is equality in purchasing power. In agriculture, producers shall have the 
opportunity to trade their production for the products which they need on an 
equal basis. Vegetable growers are for parity. It would be political dynamite 
for many of you gentlemen to say you are not for parity. Parity has become 
a symbol of equality between agriculture and the remainder of the Nation’s 
economy. We in agriculture trade between ourselves as well as with others so 
that parity should begin at home. Let me repeat for emphasis, the vegetable 
growers are for parity. We are not, however, for 100 percent of parity, or any 
other percent of parity as now formulated. There is a great difference—the 
present formulation of parity is an economic fallacy. Therefore, until all of us 
get an honest tool with which to work, our efforts are an extension of trouble 
on an insidious basis. Let me back up this statement by referring to the Agri- 
culture Information Bulletin No. 116 entitled “Farm Costs and Returns, 1952,” 
prepared by the Bureau of Agricultural Economics. I refer to page 3, table No. 1, 
which in the last three columns gives returns per hour to operator and famil) 
from 1947 to 1949, 1951, and 1952. The cash grain farmer in the Corn Belt 
received $2.29 per hour in 1952, the Wisconsin dairy farmer $0.71 to $0.74, the 
Kentucky tobacco farmer $0.93, the spring wheat-small grain grower of North 
Dakota $0.49, the winter wheat farmer of the Pacific Northwest $3.67, the cotton 
farmer on southern Piedmont of North and South Carolina, Georgia, and 
Alabama $0.24, the high plains in Texas (irrigated) cotton farmer $3.18. These 
are a few examples, there are many others under study. It will be interesting 
to learn what the winter wheat farmer of Kansas returns are. The present 
program guarantees $2.20 per bushel against a cost of $0.80 or a profit of 175 
percent. Government funds are guaranteeing a segment of our economy a 
potential 175 percent profit. The potential return per hour of labor to the Kansas 
wheat farmer should be considerable. No wonder the Piedmont grower of cotton 
demands 90 or 100 percent parity, his returns are only $0.24 per hour. No wonder 
the Wisconsin dairy farmer is sorely pressed by the reduction of support prices on 
butter, he is only earning $0.71 to $0.74 per hour. Any speculators operating in 
agriculture would be foolish if they did not operate in Kansas winter wheat area, 
the Pacific Northwest winter wheat, and the high plains of Texas cotton farms. 

If is possible to conclude the reason why dairy farmers of Wisconsin and the 
Northeast cannot compete for the housewives’ butter dollars is because they have 
to trade with the Pacific Northwest, Kansas wheat grower, or the cash grain 
grower in the Corn Belt for their feed. I am sure that returns per hour of 
labor having a difference of 300 to 700 percent has some influence. Can these 
different producers buy the same kind of tractors, shirts, shoes, ete., at such 
varying rates as their return per hour of labor? Do these figures mean parity 
to you gentlemen? How can the Southern Piedmont cotton statesman support 
the Northwest wheat statesman on such results and say he is giving his con- 
stituents parity? How do North Dakota wheat grower representatives support 
the Kansas wheat grower representative on this program and say it’s parity? 
How much more or less of the products of these areas would be produced at an 
honest parity? How much more or less of the products of these areas would be 
consumed at a realistic parity? How much more or less of the products of 
these areas would be stored at a true parity? The Vegetable Growers Associa- 
tion is for a true parity of 100 percent, but wants no part of price-supporting 
programs based on existing calculations of so called parity and operating with 
the support of the United States Treasury to the tune of billions of dollars as 
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shown above. The Vegetable Growers Association is demanding a balanced 
budget. During the last 20 years the Congress dealing with cold cash figures 
has been able to balance the budget only 3 times—war has interfered 7 times so 
that Congress has a batting average of 50 percent. Now you representatives are 
trying to provide parity by stabilizing the effects of the law of supply and demand. 
No matter how sincere and honest your objectives may be, you are cultivating 
this field of parity and balance with a crooked stick. Legislatively speaking, 
the results are a poor job of farming. If you think this field needs cultivating, 
stop long enough, at least until you are supplied with a modern plow. The 
vegetable growers have never advocated cultivating the field of price support to 
achieve parity. History shows us that no one has ever succeeded in this for 
any length of time. 

The American vegetable industry, with one noticeable exception—potatoes, 
has always been balanced by the law of supply and demand without Goverment 
aid. These diverted acres can flood our markets with vegetables. If 1 percent 
of these 30 million diverted acres from 1954 should go into vegetables we would 
have an increase of 10 percent in our vegetable acreage—a disastrous surplus. 
In the American spirit of tair play, we vegetable growers insist that we should 
not be subjected to such subsidized competition. We may courageously buck 
competitive forces of supply and demand, but we are not able to buck the United 
States Treasury. Let me explain further. A cotton, wheat, or corn grower has 
to remove a possible 20 acres out of every hundred which he has in the production 
of these crops, on the remaining 80 acres he is guaranteed a price for his products 
by support programs. Knowing what 80 percent of his market will be he can 
afford to compete unfairly with those who are paddling their own canoes. 

A report made by Mr. Billie Bryon, local REA manager and chairman, develop- 
ment committee, chamber of commerce, after a survey of intended vegetable 
plantings in Caddo County, Okla., reads as follows. This is new vegetable 
acreage on acres diverted from cotton and wheat under subsidized diversion. 


Crop: Acres 
Sweetpotatoes 7 eee : ” 7374 
Okra ! : : nies ; an 35214 
Sweet corn... _-_-- Sone ae , 68114 
Spinach __- ee et 104% 
String beans... _-. 260% 
Black-eyed beans ’ 1,010%4 
Tomatoes a Saimeanecd ; 35414 


This diverted acreage is potential dynamite to the American vegetable grower 
and to the other 50 percent of our agricultural economy that have been operat- 
ing under the basic law of supply and demand. There must be a program for 
these diverted acres, else Our whole agricultural economy will be unbalanced. 
This situation cannot be overstressed. The law of supply and demand, which 
has regulated so well that half of our agriculture which is not producing under 
Government programs, will be swamped so that in another year those operat- 
ing outside of agriculture programs will face bankruptcy or ask for Govern- 
ment supports. Let us dam the flood at its source before it can swamp more 
acres. Let me repeat, we in the vegetable industry insist that we should not 
be subjected to the floodwaters of this subsidized diverted acreage. 

The suggested principles to be used for control of such diverted acreage are: 

1. All acreage removed from the production of the basic crops under acreage 
allotments and which carry support prices greater than 60 percent parity shall 
be diverted acres. 

2. The Secretary of Agriculture shall require that any production on these 
diverted acres must remain unharvested and ungrazed. 

3. The Secretary of Agriculture shall determine on a regional or State basis 
the soil fertility bank building practices most applicable to the area for these 
diverted acres. 

4. Unless the use of these diverted acres complies fully with the practices as 
determined by the Secretary of Agriculture the grower will become ineligible 
for price support on basic crops placed under acreage allotments and for any 
other payments under the agricultural conservation program. 

We must produce what the consumer wants and market it when and as they 
want it. This must be a fundamental for all of agriculture. No other business 
enterprise can survive without this fundamental. We are in Washington where 
the word “vote” means power. In America the consumers are powerful; with 
their dollars they vote for some products. Some products are not elected and 
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fall by the wayside. These votes can be influenced through promotion cam- 
paigns, advertising, etc. I am sure we can all agree that we would not change 
our free consumer choice economy. The consumer is sovereign. 

Consumer tax dollars should certainly not encourage the production of pro- 
duce for which there is no consumer demand or votes. It certainly would be 
folly for our segment of agriculture to keep on producing and marketing fresh 
vegetables as it was done 20 years ago when the consumer now wants the fresh 
vegetables marketed in a different manner and increased amounts of canned 
and frozen. We in the vegetable growing industry each day thank our lucky 
stars our leadership never encouraged us to produce except for the needs of our 
consumers. 

We are now spending one-half million dollars a day for storage fees for 
billions of dollars worth of unneeded consumer goods—the list is getting larger 
each day of producers who are only producing for government purchase at un- 
realistic high supports. If the vegetable industry had been guided accordingly, 
the stink of rotting vegetables would already have reached the taxpayers’ noses 
worse than that of potatoes. Beware! We are storing other products in large 
quantities produced under a fictitious parity which may have a similar ending. 
We in the vegetable industry want no part in contributing to these burdensome 
holdings. 

It has been said that with public opinion anything could be accomplished, 
but that without it, nothing should be attempted. We in agriculture represent 
15 percent of the voters in this country, a small minority. 

Our production efforts are not realized until the consumers cast their votes 
at the cash register with their dollars. Look at our parity record. Let’s have 
the fortitude to correct our mistakes. Do not, through political farm manage- 
ment, ruin those who seek to remain free of Government programs. Consumers 
with dollars to spend for food and necessities will support a free agriculture. 
Consumers will vote at election polls too. These truths must be a vital factor in 
our agricultural program. 


Mr. Towson. I would also like the opportunity to correct testimony 
on the record but I am going through this quite rapidly. 

Mr. AnprEsEN. You will have that opportunity. 

Mr. Towson. I am Lee Towson, of Elmer, N. J., president of the 
Vegetable Growers Association of America. This association wel- 
comes this opportunity to present its views concerning present farm 
legislation which is under consideration. 

This 45-year-old association represents the vegetable growing in- 
dustry in 27 of the major vegetable growing States. There are 100,000 
growers having as their principal source of income the production of 
vegetables. Our association is the only national vegetable growers 
association. It is exclusively a growers organization representing 
growers such as James D. Swan of Delavan, Wis. who farms 1,000 
acres, Milton Mueller of Chesterfield, Mo. farming less than 50 acres, 
hot-house grower O. Keith Owen of the Davis Co. in Terre Haute. 
Ind. growing 35 acres under glass, and Curtis Cook of East Schaaf 
Road, Cleveland, Ohio, who has 3 acres under glass. 

Our policies are formulated by delegates at our annual convention. 
These delegates are elected by State and local associations who are 
affiliated with and are members of the Vegetable Growers Association 
of America. 

We who are engaged and interested in agriculture must recognize 
that agriculture’s purpose and reason for existence as a part of our 
Nation’s economy is to produce with God’s help sufficient food, fiber, 
and other agricultural products to meet the needs of our Nation and 
what we can profitably supply for export trade. In serving this 
essential function in our Nation’s economy we must necessarily pro- 
duce a slight amount in excess of our needs so that our citizens de 

38490—54—pt. 19 —18 
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not want. Our average net income must certainly have the oppor- 
tunity to be on a parity with other groups who are serving equally 
important functions in our economy. If this relationship becomes 
seriously unbalanced, agriculture would be unable to purchase others’ 
services or the products thereof. 

Principal farm legislation has to do with parity and the farm 
price support programs, having as their objective the attainment 
of parity. The meaning of parity is equality in purchasing power. 
In agriculture, producers shall have the opportunity to trade their 
production for the products which they need on an equal basis. Vege- 
table growers are for parity. It would be political dynamite for 
many of you gentlemen to say you are not for parity. Parity has 
become a ‘symbol of equality between agriculture and the remainder 
of the Nation’s ec onomy. We in agric sulture trade between ourselves 
as well as with others so that parity should begin at home. Let me 
repeat for emphasis, the vegetable growers are for parity. We are 
not, however, for 100 percent of parity, or any other percent of parity 
as now formulated. There is a great difference—the present formula- 
tion of parity is an economic fallacy. 

Therefore, until all of us get an honest tool with which to work, 
our efforts are an extension of trouble on an insidious basis. Let me 
back up this statement by referring to the Agriculture Information 
Bulletin No. 116 entitled, “Farm Costs and Returns 1952,” prepared 
by the Bureau of Agricultural Economics. I refer to page 3, table 
No. 1 which in the last three columns gives returns per hour to operator 
and family from 1947 to 1949, 1951 and 1952. The cash grain farmer 
in the Corn Belt received $2.29 per hour in 1952, the Wisconsin dairy 
farmer .71 to .74, the Kentucky arora ha -incg 93, the spring wheat 
small grain grower of North Dakota .49, the winter wheat farmer of 
the Pacific Northwest $3.67, the cotton Tee on Southern Piedmont 
of North and South Carolina, Georgia and Alabama .24, the high 
plains in Texas (irrigated) cotton farmer $3.18. These are a few 
examples, there are many other under study. It will be interesting to 
learn what the winter wheat farmer of Kansas returns are. The 
present program guarantees $2.20 per bushel against a cost of .80 or 
a profit of 175 percent. Government funds are guaranteeing a seg- 
ment of our economy a potential 175 percent profit. The potential 
return per hour of labor to the Kansas wheat actos! should be con- 
siderable. No wonder the Piedmont grower of cotton demands 90 or 
100 percent parity, his returns are only .24 per hour. No wonder the 
Wisconsin dairy farmer is sorely pressed by the reduction of support 
prices on butter, he is only earning .71 to .74 per hour. Any specu- 
lators operating in agriculture would be foolish if they did not operate 
in Kansas winter-wheat area, the Pacific Northwest winter wheat, 
and the high plains of Texas cotton farms. 

It is possible to conclude the reason why dairy farmers of Wisconsin 
and the Northeast cannot compete for the housewives’ butter dollars 
is because they have to trade with the Pacific Northwest, Kansas 
wheat grower, or the cash grain grower in the Corn Belt for their 
feed. Iam sure that returns per hour of labor having a difference of 
300 to 700 percent has some influence. Can these different producers 
buy the same kind of tractors, shirts, shoes, etc. at such varying rates 
as their return per hour of labor? Do these figures mean parity to 
you gentlemen ? 
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How can the Southern Piedmont cotton statesman support the 
Northwest wheat statesman on such results and say he is giving his 
constituents parity’ How do North Dakota wheat grower represent- 
utives support the Kansas wheat grower representative on this pro- 
gram and say it’s parity? How much more or less of the products of 
these areas would be produced at an honest parity? How much more 
or less of the products of these areas would be consumed at a realistic 
parity? How much more or less of the products of these areas would 
be stored at a true parity’ The Vegetable Growers Association is for 
a true parity of 100 percent, but wants no part of price supporting 
programs based on existing calculations of so-called parity and oper- 
ating with the support of the United States Treasury to the tune of 
billions of dollars as shown above. The Vegetable Growers Associa 
tion is demanding a balanced budget. During the last 20 years the 
Congress, de: ing with cold cash figures, has been able to balance the 
budget only 3 times—war has interfered 7 times, so that Congress has 
a batting average of 50 percent. 

Now you representatives are trying to provide parity by stabilizing 
the effects of the law of supply and ‘demand. No matter how sincere 
and honest your objectives may be, you are cultivating this field of 
parity and balance with a crooked stick. Legislatively speaking, the 
results are a poor job of farming. If you think this field needs cul- 
tivating, stop long enough, at least until you are supplied with a 
modern plow. The vegetable growers have never advocated culti- 
vating the field of price support to achieve parity. History shows us 
that no one has ever succeeded in this for any length of time. 

The American vegetable industry, with one noticeable exception— 
potatoes, has always been balanced by the law of supply and demand 
without Government aid. 

Page 4 of my statement has to do with the very pertinent question 
concerning the vegetable industry, and that is the diverted acre ques 
tion. Our industry has not had a formal price support program 
through Government aid. It has been balanced to a great extent by 
the law of supply and demand, and this balance is now being seriously 
threatened by acreage being diverted from the production of our basic 
crops under acreage auotment programs. These diverted acres can 
flood our markets with vegetables. If one percent of these 30 million 
diverted acres from 1954 should go into vegetables we would have an 
increase of 10 percent in our vegetable acreage—a disastrous surplus. 
I am told by the Department that this acr age problem will be even 
greater probably in 1955. 

In the American spirit of fair play, we vegetable growers insist 
that we should not be subjected to such subsidized competition. We 
may courageously buck competitive forces of supply and demand, but 
we are not able to buck the United States Treasury. Let me explain 
further. A cotton, wheat, or corn grower has to remove a possible 
20 acres out of every hundred which ‘he has in the production of these 
crops, on the remaining 80 acres he is guaranteed a price for his prod- 
ucts by support programs. Knowing what 80 percent of his market 
will be he can afford to compete unfairly with those who are “pad- 
dling their own canoes.’ 

In that respect I wish to submit that the vegetable growers have a 
program of self-help promoting the consumption and stimulating the 
consumption of vegetables. 
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A report made by Mr. Billie Bryon, local REA manager and chair- 
man, development committee, chamber of commerce, after a survey 
of intended vegetable plantings in Caddo County, Okla., reads as 
follows. This is new vegetable acreage on acres diverted from cot- 
ton and wheat under subsidized diversion. 

Crops : Acres 
Sweetpotatoes_____ : 737% 


352144 
Sweet corn ° 68114 
Spinach “ 104144 
String beans__- 
Black-eyed beans 
Tomatoes 

I am glad to note and I am sure Mr. McIntire is glad to note there 
are no potatoes in there. If I remember when you were visiting in 
our area of the country, Mr. Belcher was particularly grieved about 
the acreage of broccoli. These fellows who are in these crops, it is 
natural that a farmer does not want to let cropland stay idle. Here is 
a man, an REA manager, who is trying to sell electricity to farmers. 
They are drilling wells out there for irrigation purposes. Of course, 
the Chamber of Commerce of Caddo County is interested in the total 
income from the farmers in that area who are purchasing power. 
They are trying to get this land into some sort of production. Gen- 
erally this will probably prove to be a very disastrous venture for 
those fellows who are going into vegetables because they have no 
established markets. They had Mr. Baker from the Production Credit 
Administration out there trying to advise them on what to do with 
this intended planting. 

This diverted acreage is potential dynamite to the American vege- 
table grower and to the other 50 percent of our agricultural economy 
that have been operating under the basic law of supply and demand. 

I wish to point out that 56 percent of agriculture has no formal 
support program and that vegetables and potatoes are one-tenth of 
that, so that we are a very small segment. We are one-tenth of 56 
percent that is not formally supported. 

There must be a program for these diverted acres, else our whole 
agricultural economy will be unbalanced. This situation cannot be 
overstressed. The law of supply and demand, which has regulated so 
well that half of our agriculture which is not producing under Govern- 
ment programs, will be swamped so that in another year those operat- 
ing outside of agriculture programs will face bankruptcy or ask for 
Government supports. Let us dam the flood at its source before it can 
swamp more acres. Let me repeat, we in the vegetable industry insist 
that we should not be subjected to the flood waters of this subsidized 
diverted acreage. 

The suggested principles to be used for control of such diverted 
acreage are: 

1. All acreage removed from the production of the basic crops under 
acreage allotments and which carry support prices greater than 60 
percent parity shall be “diverted acres”. 

2. The Secretary of Agriculture shall require that any production 
on these “diverted acres” must remain unharvested and ungrazed. 

On that you might want to know why we say “ungrazed”. A great 
segment of agriculture that has had no formal support is the cattle 
industry, and we believe that to get this thing across we just have 
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to watch this grazing land. We do not want the Government to 
encourage by payments the production of livestock. That is not 
particularly the vegetable business point. 

8. The Secretary of Agriculture shall determine on a regional or 
State basis the soil fertility bank building practices most applicable 
to the area for these “diverted acres”. 

4. Unless the use of these “diverted acres” complies fully with the 
practices as determined by the Secretary of Agriculture the grower 
will become ineligible for price support on basic crops placed under 
acreage allotments and for any other payments under the agricultural 
conservation program. 

In regard to payments, the vegetable industry thinks that these 
fellows—and I will venture that this is a very touchy question—that 
when these acres are diverted and the practices are put on them, that 
these farmers and growers that have had these diverted acres should 
be paid for putting in these practices. The Vegetable Growers Asso- 
ciation feels very strongly that because of the Government support 
orogram and what it has cost the taxpayers, that those fellows have 

een amply rewarded once for their practices and we should not heap 
another payment on them. In other words, that that should be a 
part of their cost of producing under the price-support program. 

We must produce what the consumer wants and market it when 
and as they want it. This must be a fundamental for all of agri- 
culture. No other business enterprise can survive without this funda- 
mental. We.are in Washington where the word “vote” means power. 
In America, the consumers are powerful; with their dollars they vote 
for some products. Some products are not elected and fall by the 
wayside. These votes can be influenced through promotion cam- 
paigns, advertising, etc. We have a self-help program in the vege- 
table industry. I am sure we can all agree that we would not change 
our free consumer choice economy. The consumer is sovereign. 

Consumer tax dollars should certainly not encourage the produc- 
tion of produce for which there is no consumer demand or votes. It 
certainly would be folly for our segment of agriculture to keep on 
producing and marketing fresh vegetables as it was done 20 years 
ago when the consumer now wants the fresh vegetables marketed in a 
different manner and increased amounts of canned and frozen. We 
in the vegetable-growing industry each day thank our lucky stars our 
leadership never encouraged us to produce except for the needs of our 
consumers. 

We are now spending one-half million dollars a day for storage 
fees for billions of dollars worth of unneeded consumer goods—the list 
is getting larger each day of producers who are only producing for 
Government purchase at unrealistic high supports. If the vegetable 
industry had been guided accordingly, the stink of rotting vegetables 
would already have reached the taxpayers noses worse than that of 
potatoes a few years ago. Beware! We are storing other products 
in large quantities produced under a fictitious parity which may have 
a similar ending. We in the vegetable industry want no part in 
contributing to these burdensome holdings. 

It has been said that with public opinion anything could be accom- 
plished, but that without it, nothing should be attempted. We in 
agriculture represent 15 percent of the voters in this country—a small 
minority. 
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Our production efforts are not realized until the consumers cast 
their votes at the cash register with their dollars. Look at our parity 
record. Let’s have the fortitude to correct our mistakes. Do not, 
through political farm management, ruin those who seek to remain 
free of Government programs. Consumers with dollars to spend for 
food and necessities will support a free agriculture. Constmers will 
vote at election polls too. These truths must be a vital factor in our 
agricultural program. 

Thank you very much. 

Mr. Anpresen. We thank you very much, Mr. ‘Towson. Are there 
any questions ? 

Mr. Poace. I think we do overemphasize the danger, although you 
say it is impossible to overemphasize the danger of diverted acres. 
| recognize itisa problem. I think we all do. 

You cited Caddo County, Okla., as exhibit No. 1. You pointed 
out that they are bringing 1n new wells and that REA wanted to sell 
power to those wells. Of course, they do. The chamber of com- 
merce wants to increase local income. Of course, they do. And they 
would do that regardless of whether there is any control program or 
not. Obviously any of those vegetable crops that you point out there 
will produce a whole lot more gross income per acre than any controlled 
basic commodity that they can possibly grow. They cannot grow but 
two basics, and they are cotton and wheat. Obviously the gross 
income from any of those truck crops will look fantastic to a farmer 
who has been making $15 to $20 an acre gross. 

Mr. Towson. Yes, sir; I recognize the gross. 

Mr. Poace. Of course the Oklahoma farmer does not figure any- 
thing on expenses, he does not figure on the labor, and he gets into the 
business and, as you say, he probably will go broke. But he did not 
shift because he could not grow cotton. He did not shift because he 
could not grow wheat. He did get in the truck business because he 
thought he could make a lot of money out of it. That same temptation 
to him was there, regardless of whether there is any cotton-acreage or 
wheat-acreage control or not. 

There is only one place in the Southwest that I know of where these 
allotments can have any influence upon vegetable acres and that is 
the Rio Grande Valley of Texas. You may have some small shift in 
the Rio Grande Valley because a man cannot plant cotton. Actually, 
however, it is not going to have any influence in the world this vear 
because they are not going to be able to plant their cotton their allot- 
ment. Because they have not had any rain and they cannot plant 
cotton after the last day of this month. Unless they get a rain before 
nightfall, it will be utterly impossible to plant the cotton allotment in 
the Rio Grande Valley. Tt is not going to be diverted acres that they 
are going to use to plant to vegetables. 

It will be any acres that they could not get in these basic crops be- 
cause of the drought. 

I happen to own some of that river bottom land below Waco. We 
grow vegetables and cannot sell them. We know very well the truth 
of what you said. We can grow spinach, sweet corn, okra, sweet- 
potatoes, string beans or black-eyed peas. We can grow any of those 
things. I don’t know what we will do with them when we grow them 
and I do not want to spend a lot of money growing them, unless I 
can sell them. I have not grown an acre of cotton for the last 3 years. 
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I will not have any diverted acres. I cannot have, but I will not put 
the land I have in vegetables either because I feel I will lose money 
on them, and I think everybody along that river feels he will lose 
money on truck. Whenever we think we can make money on it, my 
friend, we are going into the vegetable business whether we have 
diverted acres or whether we have not. 

The amount that we get from growing cotton or wheat is so in- 
finitesimally small comp: ared to the return per acre if you can success- 
fully grow and market your vegetables that it is those expenses, it 
is the capital investment and the labor cost, and it is the market that 
keeps us out of the vegetable business. We have plenty of land. We 
have plenty of acres now for growing vegetables. 

Last year we did not plant but 25 percent of the acres in McLennan 
County in cotton and we did not have any control. Why did we not 
plant that other three-fourths of our land to vegetables if we are 
all going into vegetables? We realized the dangers in the vegetable 
business. We had the land; we still have the land. The acreage con- 
trols in at least a major portion of every one of the basic commodity 
areas is not going to influence the amount going into vegetables. There 
are a few restricted exceptions where there is already a vegetable 
market, yes. I think the Rio Grande Valley is an instance where 
there will be more vegetables going in than on a normal year. But 
when you are in an area that does not produce vegetables these people 
that you are ti alking about are not going 1n because of any cotton or 
wheat allotments. They are going in only because somebody is pro- 
moting them on the sale of what they think will make them rich. 
They are now irrigating their lands. The »y have never done any irri- 
gation before. They are going into the irrigation. That is what puts 
them in the vegetable business. I think you just terribly exaggerate 
the situation. There is some small degree of truth in what you say. 

[ see that you should be concerned with it but I do not think that 
you need be so distressed and so alarmed as you are. 

Mr. King. Will the gentleman yield ¢ 

Mr. Poacr. Yes. 

Mr. Kine. The witness said it took only 1 percent of these re- 
stricted acres to ruin this particular industry. 

Mr. Poace. That is right. 

Mr. Kine. And perhaps he did not pick a foolproof instance when 
he picked the county in Oklahoma. But it is true that outside of 
the State of Texas in many sections of this country you do have 
these supported crops growing along with vegetable crops of one sort 
or another. If they cannot grow the restricted crops, the basic crops, 
there certainly is pressure and tendency for some of that acreage to 
go into vegetables. 

The witness said that it took only a very small amount of that acre- 
age to actually ruin the vegetable business. I think the figures sup- 
port that contention. 

Mr. Anpresen. The time is now past 12 o’clock. I think we can 
carry on this discussion between members in executive session. Did 
you want to ask some questions, Mr. King ? 

Mr. Kina. No. I agree with the witness’ statement of alarm. 
There is real danger and, therefore, I compliment him for his state- 
ment. That isall, Mr. Chairman. 
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Mr. Anpresen. Mr. McIntire? 

Mr. McIntire. Mr. Chairman, I would like to associate myself with 
this problem. I think there are many areas in the country in which 
basic commodities are a substantial part of the farm operation that 
do have the opportunity of moving into the vegetable field. The Cen- 
tral Valley of California is a good case at point. There are areas in 
most of our States like in the Midwest, in Ohio, where you have a 
broad base of diversification. 

These acres coming out have got to find some home. I certainly 
want to associate myself with this problem and the fact that I do 
think that we do have a very definite need to meet this situation by 
circumscribing the use of these acres sufficient to protect the producers 
of commodities that are outside the so-called basic group. 

Mr. Anpresen. Is there anything that you want to add to what you 
said, Mr. Towson ? 

Mr. Towson. No, sir. 

Mr. Anpresen. We thank you for your presentation. It has been 
very helpful. And again we thank you for taking care of the com- 
mittee when we visited the Seabrook Farms. 

Mr. Towson. Thank you, sir. 

Mr. Anpresen. The committee stands adjourned until 10 o’clock to- 
morrow morning. 

(Whereupon, at 12:10 p. m., the committee was adjourned, to re- 
convene at 10 a. m., Wednesday, March 24, 1954.) 
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WEDNESDAY, MARCH 24, 1954 


House or RepresENTATIVEs, 
CoMMITTEE ON AGRICULTURE, 
Washington, D.C. 

The committee met, pursuant to recess, at 10 a. m., in Room 1310, 
House Office Building, Representative August H. Andresen presiding. 

Present: Representatives Andresen, Hill, Hoeven, Simpson, Dague, 
Harvey, Lovre, Belcher, Mclntire, Golden, Williams, Harrison, 
Wampler, Cooley, Poage, Abernethy, Abbitt, Wheeler, Thompson, 
and Jones. 

Also present: Representative John J. Dempsey, New Mexico. 

Mr. ANprREsEN. The committee will come to order. The committee 
will resume consideration of general farm legislation. We will take 
up this morning the question of livestock. Mr. Jay Taylor, of the 
American National Cattlemen’s Association, will be the first witness. 


STATEMENT OF JAY TAYLOR, PRESIDENT OF THE AMERICAN 
NATIONAL CATTLEMEN’S ASSOCIATION 


Mr. Taytor. Mr. Chairman, I would like to introduce my statement 
into the record. I will not take your time and the committee’s to 
read it. I would like to say a few words and introduce the men with 
me. 

(The statement is as follows :) 


STATEMENT oF JAY TAYLOR, AMARILLO, TEX., FOR THE AMERICAN NATIONAL 
CATTLEMEN’S ASSOCIATION 


I am president of the American National Cattlemen’s Association which is 
made up of individual members, 23 State cattlemen’s associations, and almost 
100 regional and local cattlemen’s associations. More than 75 percent of our 
support comes from individual cattlemen whose average payment of dues is less 
than $20 per year. 

At our 57th annual convention in Colorado Springs, Colo., last January, we 
approved the following resolutions: 


“RESOLUTION NO. 1. THE FARM PROGRAM 


“We commend President Eisenhower’s and Secretary of Agriculture Benson’s 
new farm program, recently submitted to Congress, as a step in the right direction 
toward bringing the Nation’s farm economy back to a sound basis; but we 
reiterate our old and long-established policy against price supports, and we 
endorse this program with the hope that it will eventually lead to complete 
decontrol.” 

“RESOLUTION NO. 2. GOVERNMENT BEEF BUYING 


“The Government’s beef-buying program which has recently come to a close 
after purchases of about 250 million pounds of beef, representing about 865,000 
of the lower grade beef animals, has been of great value to the cattle industry in 
bolstering sagging cattle prices. 
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“This program, suggested early in 1953 by the American National Cattlemen's 
Association, is not at the expense of the taxpayer because purchases were made 
(1) with section 32 funds derived from import duties on cattle, beef and beef 
products, and (2) with a small percentage of foreign aid funds already voted. 

“Most of the purchases under this program have been for school lunches and 
the remainder for foreign aid. We believe the public benefits by the school- 
lunch program and that it is better to send beef than dollars to needy foreign 
nations. 

“In conducting the program this year, the Department of Agriculture should 
plan purchases to coincide with anticipated major runs of cows and grass beef 
to market and should avoid contracting for future delivery at a date so distant 
as to encourage speculation on the markets.” 

On January 1, 1952, we had a eattle population in the United States of 
87,844,000 head, valued at $15,722,846,000. On January 1, 1953, we had a cattle 
population of 93,637,000 head, valued at $11,998,139,000, and on January 1, 1954, 
we had 94,677,000 head of cattle, valued at the much depressed figure of 
$8,746,058,000. 

The very significant and shocking information that these figures convey is that 
since January 1, 1952, we have had an increase of 6,833,000 head of cattle and a 
decrease in valuation by the astronomical figure of $6,976,788,000. This means 
that during the past 2 years the cattle industry of the United States has not only 
suffered an inventory loss of approximately $7 billion, but has during that same 
time produced approximately 7 million cattle for nothing. 

In spite of this depressing picture, the industry has not lost its head, and, 
above all, it has not run to the Government seeking handouts and subsidies. It 
has taken this terrific economic blow on the chin, but has kept its head up and 
has steadily maintained that independent and self-reliant attitude that has been 
the mark of the cattleman from time immemorial. This is something that I, as 
a representative of cattle people, take great pride in, and those who are in the 
industry certainly have the right to feel genuine pride in their achievement. 

Instead of crying about these losses, the great bulk of those in the cattle busi- 
ness were determined to handle the problems of their industry in their own way 
and through a free market. As proof of this, it can be shown that of our 23 
State association members representing many thousands of cattlemen the coun 
try over, only 1 has (and this was committee action only) failed to denounce a 
price support program. A poll of California cattlemen showed that supports 
were opposed by all economic levels but that the cattlemen with 100 head or less 
had a higher percentage of votes opposing supports than the other groups. In 
Oregon such a survey showed 10 to 1 against supports. In Wyoming, in a farm- 
ranch magazine poll more than 75 percent were opposed to supports. In a Mon- 
tana poll, the cattlemen opposed supports 8 to1. In Colorado a vote resulted in 
6 to 1 against supports. 

A great campaign was started within the industry to move the surplus meat 
into consumption, into the stomachs of hungry people rather than into dead 
storage. All segments of the industry—producers, feeders, packers, retailers 
joined hands with the Department of Agriculture and the National Live Stock 
and Meat Board to push beef into consumption. As a result, over 12 billion 
pounds of beef were produced and consumed in 1953, compared with 9.6 billion 
in 1952 and 8.5 billion in 1951. 

This comprehensive program of beef promotion is being continued and ampli- 
fied during the current year. For the past month, at meetings in Chicago, Den- 
ver, Washington, and San Francisco, we have been conferring with other segments 
of the industry and completing our plans for another great meat educational 
campaign. Fortunately, we have a product that nearly everybody likes. As 
this self-help program gets under way, we again hope to see good results. 

Iam glad to note that Secretary Benson in Denver on March 17 indicated that 
the Department was all set up ready to proceed with a renewal of the beef pur- 
chase program of 1953 along the lines of our resolution No. 2 quoted in the fore- 
going to meet the drought emergency that appears to be developing all too fast 
throughout a large area of the western plains and the big southwestern cattle 
producing section. 

For despite the increased slaughter of 3614 million head of cattle in 1953 com- 
pared to 28 million in 1952 the overall cattle population in the United States on 
Jan. 1, 1952, climbed to still another record high of 94,677,000. It is therefore 
quite apparent that slaughter this vear must and will be large. Another good 
reason for a nationwide program on beef. 
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Some people have asked the difference between the beef purchase program of 
the Government conducted partially to bolster sagging cattle prices and a price 
support program. 

No stigma need be attached to the emergency assistance programs followed 
during the past year and which we are urging be again conducted this year. In 
the first place, these programs were instituted largely as relief measures in a 
major disaster—drought, which forced untimely liquidation of cattle herds—and, 
secondly, the beef buying part of the programs were implemented largely with 
section 32 funds set aside for the buying of surplus commodities—and 1953 was 
the first year in almost 20 years that the fund has been available that any appre- 
ciable amount was spent for beef products. 

Besides, through these programs, the Governrent is furnishing nutritious food 
which is greatly needed by individuals and countries which the Government is 
already under obligation to help. 

No new tax-eating appropriations have been necessary to carry out these 
emergency programs, because the funds came from the section 32 funds as men- 
tioned and from funds previously designated for foreign aid. Throughout the 
time the beef purchase program was in effect, consumers continued to receive the 
benefit of much lower prices for the large supply of beef available to them. 

With the exception of a moderate supply of beef intended for consumption by 
school children during the year, there was no accumulation of beef in storage 
because of this program. Compare that with butter, wheat, corn, and cotton 
in storage. 

To determine whether or not meat prices are high or reasonable, comparisons 
with the prices of other commodities must be made. At no time in our history 
would an hour’s work buy as much beef as it now will. At no time in our history 
would a pound of beef barter for less bread, clothing or any other essential com- 
modity than it now does. When compared with other essentials, and with wages, 
beef is cheaper now than it has ever been in our history. 

Due to the complexity of the beef cattle business, it is probably the least 
adaptable of all agricultural, or, for that matter, all commodities, to price sup- 
ports and production control regulation. Calves are often born in one State, 
pastured in another, fed out in still another, slaughtered in a fourth State and 
the beef marketed a thousand miles away, with a change of ownership between 
each stage of production and marketing. 

On the ranches, at the auction markets and in the stockyards cattle sell at 
every 5-cent notch over a spread of more than $20. Cattle cannot be produced 
to specifications and the various grades and classes are a matter of highly skilled 
judgment that cannot possibly be written with any degree of exactness into a 
Government regulation. This was conclusively demonstrated in the singularly 
unsuccessful efforts of OPA and OPS to write workable regulations for the 
jndustry. 

Furthermore, grass land is only ranch land. It serves no other purpose 
When wheat, cotton, corn, or other farm products are limited by allotments that 
land excluded from the program can be planted to some other crop. But grass 
land has no such versatility. It would have to lie unproductively idle. 

We sincerely feel that price supports on beef cattle would be completely im- 
possible to administer fairly and equitably. Price supports won’t work for the 
cattle business. How would you grade a million cattle? If the cattle support 
law would be administered like other support laws, the Government would have 
to advance the full support price to the owner and take over the cattle. It 
wouldn’t be long before the Government would own all our cattle. This is not 
a rash or exaggerated statement. Last year the Government owned every ton 
of cottonseed meal in this country. Look at how much wheat, corn, cotton, butter 
they own now. You talk about butter and potato losses. That would be nothing 
to what they might lose on cattle. Where would you store surplus beef? Would 
Congress appropriate the billions of dollars necessary to administer such a 
program? 

No cattleman in his right mind would tell you he is not worried about the 
drouth. I live in the heart of it. I have seen the big, devastating dust storms 
that have swept over the great plains of Colorado, Kansas, Oklahoma, and Texas 
in the past few weeks. Thousands of acres of farm land have been swept clean, 
fences torn down, and millions of dollars of damage done. 

On one big ranch in southwestern Texas, there is not a single head of cattle 
and there cannot be one placed on it until rains have fallen and grass has grown. 
Unfortunately, in such areas, grass roots have died and it is going to take a long, 
long time for that area to recover and to again be the highly productive factor 
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that it once was. We need rain more than anything else. Without rain the 
entire cattle industry will suffer from liquidation of those cattle in the drouth 
area. 

The Benson farm program is a step in the right direction. Cattlemen are 
caught in the squeeze of high supports on feedstuffs and high costs on everything 
they buy to operate their ranches. 

Cattlemen are large taxpayers and they can’t understand what good the pay- 
ing out of $400,000 per day for storage of the basic commodities is doing the 
farmer. If this large sum plus all other costs, such as deterioration, freight, 
inspection, and supervision, was given to the farmer in the form of reduced taxes, 
he would certainly be better off financially. We don’t want less for the farmer 
and cattleman ; we want more, but we don't want it in the form of a Government 
subsidy. We want to earn it ourselves in a free market. 

Mr. Taytor. As you know, we are very much opposed to price sup- 
ports on catle. It is not something we thought about yesterday. We 
have been opposed to them ever since the first time anyone suggested 
price supports. 

I represent the American National Cattlemen’s Association, which 
has 23 State associations affiliated with our organization, and almost 
100 regional and local associations, and more than 75 percent of our 
support comes from individual cattlemen whose average payment of 
dues is less than $20 a year. I say that because we have been accused 
of being a big, rich outfit that represented nobody but the big cattle- 
men. I think that statement clears that up. 

I also would like to point out that some of the gentlemen have said 
that we have given nobody an opportunity among the cattle raisers 
to say whether or not they like controls on cattle. I would like to read 
one part which shows we have had polls. The poll in California shows 
that supports were opposed at all economic levels but that the cattle- 
man with 100 head or less had a higher percentage of votes opposing 
supports than the other groups. In Oregon such a survey on whether 
or not they wanted supports on cattle showed 10 to 1 against supports. 

In Wyoming more than 75 percent were opposed to supports. In 
Montana 8 to 1 against. In Colorado 6 to 1 against supports. We 
have had no poll in Texas where I come from. There have been some 
newspaper polls there, but I do not think they are indicative of the 
real cattlemen. Anybody can take a piece out of a newspaper and as 
a matter of fact, everybody in my office, knowing I was against sup- 
ports, my stenographers and everybody else, clipped out the coupon 
and voted against supports. The only beef they had is what they 
might have in their refrigerator that day. 

The real poll is the one that I have listed here, carried on by the 
president of the Cattle Raisers Association. 

I would like to say that I have been coming here, Mr. Chairman, as 
a representative of the cattlemen for over 20 years: when Marvin 
Jones was chairman of this committee, when Mr. Cooley was chair- 
man, and since you and Mr. Hope have been acting as chairmen. I 
have never gone away from here that I did not feel that this com- 
mittee had the best interests of the cattlemen at heart. Here was 
born the great cattle buying program during the drought when 7 
million head of cattle were bought and disposed of in 100 days, one 
of the greatest records that any government has ever made, I think, 
in support of a program initiated by the cattlemen. 

Here was the soil conservation program born. Here last year you 
joined with us in wre of the cattle-buying program and the meat- 
canning program and the school lunch program which I think did a 





LONG RANGE FARM PROGRAM 3087 


great lot of good for everybody in this country. I want to pay my 
respects to this committee because of its broadmindedness and its w ill- 
ingness to always help us out. We are in a drought out our way. 

That is the most serious thing we can have. I think you can easily 

say that unless we have rain all through that drought area that we 
are going to have disaster in the cattle business. I see nothing but 
thousands of cattle forced on the market in the next 60 days unless 
we have rain. 

Everybody has used their last bale of hay, their last sack of cake 
and they are just waiting for green grass to come. Unless it comes 
they are going to have to go somewhere with those cattle and un- 
fortun: tely the areas where these cattle have been shipped to before 
are likewise dry and likewise without grass or hay. So we are at the 
crossroads. Unless we have some rain reasonably soon, we can have 
disaster in the cattle market. 

We have been to the Secretary of Agriculture and all the depart- 
ments that have to do with this cattle buying program and we have 
worked out what we think is a sensible way to start the program up 
again at the very first sign of an emergency. But we have done more 
than that, and that is the main thing I want to tell you about. You 
know cattlemen have been guilty of staying at home and not having 
much to do with their cattle after they sell them. Congressman 
Dempsey knows that his men, constituents in New Mexico, when they 
sell a herd of cattle they go on back to their ranch and forget t about 
them. But there is a new day now, a new conception among cattle- 
men. They have decided that they must follow through and help 
merchandise the thing that they produce. Last year that was proven 
by our great advertising campaign that was joined in by everybody 
in the business to help sell beef. So this year we are really trying our 
best to further that program. 

The 23 States affiliated with the American National are organizing 
right down to the county and local groups to sell beef. We have the 
greatest medium of advertising in the world on our ranches and farms 
in this county. We have 1 million people whose principal livelihood 
is livestock. Highways pass through their ranches and by their farms. 
Nobody ever thought ‘about putting up a sign saying, “eat more beef, 
beef is nutritious; buy beef today, eat a hamburger.’ > We have the 
signboards from coast to coast, where we can do a very creditable job 
of advertising. 

And we are going further than that. We are getting labor and 
consumer groups together around in a common body to discuss our 
product. Weare launching a nationwide campaign on educating the 
housewives and the young mothers about beef. Beef today is the 
cheapest source of protein that a mother can buy for her children. 
We can prove all that in our brief. 

We are doing something about helping ourselves, which is news as 
far as the cattlemen are concerned. We are spending our own money. 
We are organizing. We have the support of the Farm Bureau, the 
Grange, all the milk producers. We meet next week in Richmond, 
Va., the following week in Maryland, the following day in Pennsyl- 

yania and New York, to organize the producers of ‘the Nation into a 
group to educate the housewife about beef. 

Mr. Anpresen. Mr. Taylor, may I ask you, will you give the com- 
mittee some idea as to the moisture situation in the States covered 
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by your organization, say since the first of the year, so that we can 
get a clear picture of what we have ahead of us in your particular 
industry 

Mr. Taytor. Mr. Chairman, we have had no rain to speak of in, I 
would say, the cattle-producing States except California and portions 
of Arizona, unless it is this rain that is supposed to be taking place out 
there now, since last fall. We have had no rain atall. 

I have just come from San Antonio, Tex., where I spent 2 days in 
the area around there. There is not one single sprig of green grass 
inthat whole country. They are feeding them on burned prickly pear. 
I saw cows with suckling calves so weak that they could not walk. 
You could not move them to the railroad yard if you could, they are 
in such bad shape. That situation prevails over about 4 or 5 States— 
Texas, New Mexico, Oklahoma, Missouri, and part of Colorado and 
Wyoming, certainly. Itisdrythere. California hashadrain. They 
are in good shape on the west coast, and the east coast. It is just 
that area through the Southwest. 

Mr. Anpresen. This is the time of year, right at the present, when 
you should be having green grass if you are going to get it. 

Mr. Taytor. Yes, sir, we should already have | green grass all over 
Texas and southern New Mexico. 

Mr. Anpresen. Do you see any indications of the winter wheat 
beginning to sprout ? 

Mr. Taytor. Yes. All we need is rain. It will come right out of 
the ground if we have some rain. Of course a lot of the thousand 
acres is dead because of the prolonged drought in south Texas, San 
Antonio and midland country. There would still be a lot of green 
feed if it rained. 

Mr. Anpresen. You come from somewhat of a cotton area, too, in 
the Southwest ? 

Mr. Tayvor. You bet I do. 

Mr. Anpresen. Is the ground hard or is it in condition so that they 
can plant cottonseed ? 

Mr. Tayror. I am sorry that I do not know enough about the cotton 
planting business to answer that intelligently. But we have a pretty 
good bottom moisture in the Panhandle of Texas where I come from. 
There is a lot of wheat that is still green and has not blown out yet, 
with a good bottom moisture. All we need is some top moisture. I 
do not believe there would be enough moisture in our part of Texas to 
bring anything up that you might plant now. 

Mr. Anpresen. The gentlem: in from Illinois, Mr. Simpson. 

Mr. Sueson. Mr. Chairman, I just wanted to state for the record 

this point in conjunction with what Mr. Taylor said that in the 
western part of Illinois, the area I represent, while not like Texas or 
Missouri is certainly in very, very bad shape as far as pasture is con- 
cerned due to the lack of rain. Farmers have been hauling water in 
my area since last summer and are still hauling it, to feed their 
livestock. , 

Mr. Anpresen. Mr. Hoeven? 

Mr. Horven. Mr. Taylor, the impression prevails in the Midwest 
area—I am talking about the State of Iowa and throughout that sec- 
tion—that the cattle market is rather well stabilizing itself. Are you 
of that impression ? : 
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Mr. Tayuor. Yes, sir. I think you will find that nearly all the 
grades of cattle are seeling tat—say we did have price supports at 
parity. Isold some yearling steers last week that weighed 600 pounds 
for 22 cents a pound. But I would say that the price today was about 
21. Ithink you will agree that ween I can get $120 or $130 for a calf 
that is a year old, or not quite a year old, that that would be called 
stabilization of the price. The dain that are in trouble, of course, 
are your thinner cattle because there is no market for them almost 
at any price. Nobody will buy them because there is no grass for 
them to go to. Certainly your Prime and Choice grades are selling 
at a pretty good price. 

Mr. Horven. Aside from the hazards that might arise due to the 
drought situation the cattle market is stabilizing rather well? 

Mr. Tayzor. Yes, sir. But I warn you that that will not last long. 
You will see a complete crack-up, I think, i in the entire cattle market 
unless we have rain because you are going to force an awful lot of 

cattle on the market. 

Mr. Horven. There have been suggestions made from time to time 
that the cattle in the drought area could be shipped north to places 
where we do have adequate f feed and adequate pasture. Do you think 
that is economically feasible ¢ 

Mr. Tayior. There is not any set rule about it. During the last 
drought in 1934 I shipped a lot of cattle out of Texas all around the 
country, and would have done better to have just shot them at home 
instead of shipping them. But last year, running from the drought, 
I sent cattle into Montana and they made money. They did all right. 
They got fat and did all right. A great many people cannot ship 
cattle out, depending on what they have to pay. You add $10 a head 
freight on a steer from south Texas, we will say, to Montana, and then 
give another $10 or $15 for his pasture bill during the summer, and 
you are getting an awful lot of expense in it. 

Mr. Horven. Then it is a matter of private contract ? 

Mr. Taywor. It certainly is. I do not think there is any set rule. 

Mr. Horven. Is your organization trying to encourage such con- 
tracts so that we can save the cattle and get them into green grass 
country ¢ 

Mr. Tayvor. Yes, sir; we have a clearinghouse for all of those people 
that have excess of grass in the Northern States whic ; we send out to 
our members all throughout the drought area. We list the pastures 
they have and what they want, how many cattle they could run. 

Mr. Horven. I would like to ask you a question about the a¢curacy 
of the cattle population. The committee hears a lot of argument 
about the accuracy of the figures. You say in your statement ‘that in 
1954 we will have some 94,677,000 cattle. Where did you get those 
figures ? 

Mr. Taywor. From the Department of Agriculture. 

Mr. Horven. Do you think they are reasonable accurate 4 

Mr. Taytor. Yes, sir, I think they are. 

Mr. Hoeven. There has been some contention that they are not 
accurate and that if a census were taken of the cattle population we 
would find a different figure. 

Mr. Taytor. All my life I have heard that. If anything they are 
conservative. During the big drought program that Congressman 
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Poage remembers, in Texas, we found we had more cattle in a lot of 
countiés than the Government showed on their report. 

Mr. Anpresen. Mr. Poage? 

Mr. Poage. Mr. Taylor, I want to congratulate you on showing the 
consuming public that the cattle people are not robbers. I think that 
is the biggest step that the livestock industry has taken in a long time. 
I think it is one every farming group should take. I have never 
believed that the farmers were overcharging the public. I do not 
believe it now and I do not believe it when beef reached the very 
highest point, that it was too high. A lot of people tell me at home 
that all beef got too high. Beef did not get too high. At the very 
highest point—it is down now—the average American factory worker 
could swap one hour’s work for a pound and a half of round steak, 
and he could not get but nine-tenths of a pound of that same round 
steak for an hour’s work back during the base period when the steak 
was selling for around 25 cents a pound. 

The American housewife has not lost by the increase of prices. 
On the contrary, the American wage earner has been able to swap 
less and less hours of work for more and more food. It has been true 
in the cattle industry. It has been true in every other phase of agri- 
culture that I know of. I think you have a story to tell the American 
public. I want to stay that the American National is to be congratu- 
lated for telling the public that story. 

I hope that you will not only advertise it on bill-boards but I hope 
we can get some discussions of these facts in the industrial East. I 
trust that you have in mind doing some of the things that some of 
the labor organizations have done ‘because they have done some effec- 
tive work—they have handled some smart publicity work in the way 
that they have put their story to the public. 

Do you have in mind carrying on that kind of a program ? 

Mr. Taytor. Yes, sir. As a matter of fact, we are inviting labor 
in. In the Oregon conference we invited labor and consuming groups 
to our meetings. We found out that labor does not hate us any more 
than we hate labor. It is a question of education, as you so rightly 
pointed out. We find that they are anxious and willing to help. 
They know very well that the cattlemen are purchasers of the things 
they produce, and that if we are not prosperous they will not be 
prosperous long. As I said before you came in, there is a new concep- 
tion of thought in our business. We are beginning to realize that we 
are just one in a chain of this meat team and we have to follow it right 
on through. 

I think it is a great thing that industries all together are sitting 
down talking over the problem. That is one of our approaches to 
what is wrong with our business. We have not given it enough con- 
sideration. 

Mr. Poager. I think it is the biggest thing that has come out of all 
this difficulty. It holds up more hope than any program this Con- 
gress may write. I think you have offered us some basic solutions 
and not merely palliatives. 

Mr. Taytor. I hope you will encourage the Department of Agricul- 
ture—not that they will need any because they have given us every- 
thing they have—but we naturally have to have their support. I 
have met with the Director of Extension and the Director of the new 
marketing setup and they have agreed to give us every bit of the 
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information they have and the help of their people that are located in 
each county. They will attend these meetings as we organize these 
States and I think that is a proper function of government. As long 
as we stick to the facts, as long as we tell the housewife the facts about 
meat, nobody can complain about that. 

Mr. Poaaeg. I agree with you. I think the Department of Agricul- 
ture should be a sales agency both at home and abroad. The day 
before yesterday this committee was discussing the problem of our 
foreign representation in the Department of Agriculture. I think 
too much emphasis is placed upon the county agent approach by our 
foreign representatives and too little on the salesmanship approach. 

Mr. Tayror. I quite agree with you. 

Mr. Poace. In other words, I think we have gone into foreign coun- 
tries and emphasized what we could do to build up agriculture in those 
countries rather than emphasizing what we can do to develop Ameri- 
can markets. 

Mr. Taytor. Another thing we can do and I would like to try it on 
the gentlemen of this committee: In the last 50 years we have eaten 
67 pounds of beef a year. Last year by intensive program we got up to 
76 pounds. Argentina I think eats 248 pounds of beef annually , and 
Uruguay eats about 220 pounds. You may say those people just eat a 
lot of beef. But New Zealand, which is not Spanish, eats over 200 
pounds of meat and Australia over 270 pounds. All we are trying to 
do is to keep on with this program of eating more beef. 

As you know, I think we are going to have more cattle in this coun- 
try. I think as your farm program leaves out acres, the only thing 
they can do is go in for livestock production. So instead of not letting 
these people produce livestock I think it is the job of American 
National to teach the American people that beef is an inexpensive 
source of protein, that it is a palatable and good food and raise all 
the cattle we can in this country, but just let us eat them and eat them 
high enough so that we can make a profit out of raising them, of 
course. 

Mr. Hoeven. Will the gentleman yield ? 

Mr. Poacer. Yes. 

Mr. AnpresEN. Are the cattlemen or the men from your organiza- 
tion satisfied with the effort the Department of Agriculture has made 
during the past year to take off the old cows? 

Mr. Taytor. Yes, sir. Here is a resolution from 23 States. There 
was not a dissenting vote in our resolutions committee, represented 
by 23 State presidents. We commended the beef-buying program 
which bought 250 million pounds of beef, representing 65,000 cattle. 
We point out that there are some inaccuracies and inequities in the 
program that we would like to see corrected. We went to the De- 
partment and went over it step by step as to how they could do the 
job better. 

Mr. AnpresEN. They have tried to do a job. 

Mr. Taytor. Yes, sir; if anybody is to blame I am and the organiza- 
tion I represent, because we came up here as you remember, and we 
were in a tremendous hurry to get these cattle bought. We were in 
a drought. We pushed and pushed and maybe they did hurry the 
program too much before it was well organized. But it is hard to 
get people to believe that we are in a drought down there, Mr. Chair- 

388490—54—pt. 19-——-14 





3092 LONG RANGE FARM PROGRAM 


man. No one can realize the seriousness of that drought unless they 
go down there and stay in it awhile. 

Mr. Anpresen. Mr. Hoeven? 

Mr. Horven. Mr. Taylor, I was interested in your statement about 
the larger consumption of beef in Argentina as compared to the United 
States. Is that due to an education program or is it due to a lower 
price for meat at the retail level ¢ 

Mr. Taytor. I think it isdue to both. I have been in the Argentine 
quite a lot. There is an awful lot of emphasis on beef eating. They 
are taught to eat beef from the time they are babies, right on up. Of 
course the price is low, too. 

Mr. Hoeven. How does it compare with the American retail price? 

Mr. Tayzor. I think it costs about half as much. 

Mr. Horven. Thank you. 

Mr. Poacr. Mr. Taylor, with reference to the price proposition, you 
say it costs about half as much. Do you mean when you convert the 
Argentine money into American money it costs about half as much in 
our money 4 

Mr. Taytor. That is right. 

Mr. Poacr. As to the number of hours that a worker has to put in 
to buy, naturally that is all he has to buy with because he has not 
any money except what he works for. Ninety-eight percent of our 
people are in that condition. Actually our people only swap hours 
of work for their food. That man in the Argentine does not buy 
that beef so much cheaper than the American does when you take into 
consideration what he ismaking, does he ? 

Mr. Taytor. Oh, no. Of course the price is set. If you are in the 
cattle business in the Argentine you do not worry about anything. 
The Government sets the price and tells you how many you can raise 
and what you can get for them and when you can sell them. 

Mr. Poace. That is true under Peron. Before that time the Argen- 
tine people were great eaters of beef. 

Mr. Taytor. Yes, sir; they were. 

Mr. Poace. That is not true in Uruguay, even at the present time. 

Mr. Taytor. No. 

Mr. Poacr. And they are vast consumers of beef, per capita. 

Mr. Taytor. To be fair about it, beef now is selling higher than 
it has for a long time in Argentina because they are “short of beef 
down there. Peron, I think you will agree, has messed up the beef 
deal as he has many other things that he has had something to do 
with. 

Mr. Anpresen. You would not want a system like they have in 
Argentina here in the United States? 

Mr. Taytor. No; and I do not know of anyone that does. 

Mr. Poacr. All I want to make clear is when you answered Mr. 
Iloeven that beef was cheap in Argentina, I wanted to make it clear 
that in terms of hours of work those people were not getting some- 
thing particularly cheaper than the American people were. 

Mr. Taytor. Oh,no. Youare right. 

Mr. Poace. I would like to ask you further about foreign movement 
of beef and other agricultural products. Do you feel that there is a 
substantial opportunity to move some beef abroad? We have not 
done much of it in the United States. Do you feel we could move 
some abroad ? 
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Mr. Taytor. I certainly do. I think we have been missing the boat 
and not selling a lot of our beef abroad. Take the English people. 
They have almost forgotten how to eat beef, and they were great meat 
eaters. There is a ready market for us where all we have to do is to 
get the products in there some way. 

Mr. Poaae. Is it not true that the policy of our State Department— 
I guess I should say the policy of our Government—has ata to try 
to reserve foreign markets the world over for foreigners rather than 
for American producers? It seems to me that we have had a ten- 
dency of that kind for a good many years, at least ever since the close 
of the war. Our State Department has felt that if the English people 
would buy beef that they ought to buy it from Australia, Canada or 
other places, rather than the United States. Do you get that kind 
of feeling? 

Mr. Taytor. I must say that I am impatient with them because they 
are not buying more of our meat products. I think we could well 
send a lot of beef over there. 

Mr. Poage. Several of us introduced legislation here—Mr. Harri- 
son has, I have, and several others have, and others who are not 
members of this committee, and some of us have worked on it for 
sometime. I orginally introduced a bill more than a year ago au- 
thorizing the sale of American agricultural products, including beef, 
to foreign nations and accepting foreign currency. The various bills 
use various methods whereby the United States Government would 

redeem that foreign currency. Do you think that there is basically a 
real opportunity to move more beef by acceptance of foreign currency ? 

Mr. Taytor. I certainly do. As you know, I talked with you last 
year about that problem. I was very disappointed that more did 
not come of your effort to try to work that out. I think that is the 
only approach to the problem that I have heard of, and one that 
certainly ought to be pursued by our Government. My committee has 
been over to see Mr. Stassen, and we could not have been received 
more graciously than we were. He said that in making up these 
packages for West Germany and everywhere else, that he put this 

canned meat into, that it was really well liked by everyone. He said 

“It was a revelation to me, and I am for it, and if I can help out in 
any way”—we discussed this surplus problem with him, the likely 
surplus of cattle due to the drought—he was most sympathetic and 
said “I will help; I have some money; you fellows can count on this 
department buying some more beef to send overseas. Our people 
like it.’ 

Mr. Poace. Mr. Chairman, I think we are doing fine work in that 
cen: ection. Ido not want my next question to be considered critical, 
but [ do want to point out what seems to me to be an unnecessary 
invitation to trouble in your resolutions. The American national 
has for a long time—and other associations, including the Texas 
Southwestern which has taken the same position, I know—taken a 
position and has passed resolutions saying that the cattle industry did 
not want Government supports, ordinarily they then immediately 
pass a resolution saying, “we commend the purchase program.” 

Mr. Apernetuy. Will the gentleman yield ? 

Mr. PoaGe. Just one minute. 

Mr. AperneTuy. I just want to make a comment. I will not 
interrupt you. I want to go further, even further than you have. 
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You said you did not want to direct criticism. I want to actually 
criticize the position taken by the association and the witness. The 
support the program for themselves and oppose the programs for all 
other farmers, especially my cotton farmers. 

Mr. Poace. I do not want it as criticism because I think the thing 
can be worked out so that we will not have that unnecessary conflict 
that I think is building up there. 

It seems to me Ss aieaiie clear that the beef-buying program was a 
Government support-price program. 

Don’t you consider it a price support program ? 

Mr. Taytor. No, sir. 

Mr. Poace. What are we spending that money for then, Mr. Taylor? 
Wasn’t that money wasted if we did not help the price? I think 
we did help the price of cattle. 

Mr. Taytor. I do, too. But it was a drought relief program. 

Mr. Poacr. We intended to help the price of cattle. Sure we re- 
lieved the drought by giving people a price for their cattle. 

That is the way we were relieving the drouth, by increasing the 
price for those cattle. 

Mr. Hinz. Will the gentleman yield? 

Mr. Poace. Yes. 

Mr. Hitt. Remember it was our subcommittee that worked this 
very program out that he is talking about, the American national, we 
worked it out in our subcommittee and recommended that the Secre- 
tary buy the meat when the market was down and to use it and sell it, 
and of course it is a support price. 

Mr. Poace. We did; and as chairman of the subcommittee I think 
you will agree that we intended it as a support price of cattle. 

Mr. Hitt. We thought the Secretary would help you. 

Mr. Poace. And he did support the price of cath ; 

Mr. Hitt. He said in his testimony it did help him, and recommends 

be continued. You do not call it support? 

Mr. Taytor. I certainly do not. 

Mr. Hix. What is it ? 

Mr. Taytor. I think it is purely a drouth relief program. 

Mr. Hix. We do not care what you call it. You can call it flood 
relief. 

Mr. Poace. How do we relieve drouth? We cannot make it rain. 
Congress cannot bring a rain if it could. That would be an easy way 
of settling a drouth. 

Since we cannot make it rain, then we go about it trying to give 
the farmer, and livestock producer, and ranchman, a price for his 
cattle that will not break him asa result of the drouth. 

Isn’t that all that Congresscando? Isn’t that what we tried to do? 

Mr. Tayor. Sure. 

Mr. Poacr. We tried to raise the price of cattle. We came in here 
the first week of July when cows down my way would not bring more 
than 5 or 6 cents. 

Mr. Hix. That is what they actually did bring. 

Mr. Taytor. Less than that in many cases. 

Mr. Poace. We began buying these cattle, and we did some other 
things, such as the loan program, sure, and other factors that entered 
into it. I am not saying that the purchase program was the only 
thing. But the purchase program, together with other things, did 
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raise the price of those cows and we did sell some of them as high as 
9cents. Nine cents is not very high for an old cow but it was at least 
50 percent, and in some cases 60 or 70 percent increase in the value of 
that cow. 

To me that was price support de luxe. We have never supported 
cotton; we have never supported wheat where it raised the price of 
a product 50 percent in 2 weeks’ time. 

I have never seen any price-support program work more effec- 
tively—and I am glad it worked effectively, I am for it; I am for more 
of this purchase program. I agree with what you want to do there. 
But I believe in just coming out and naming it for what we intended 
it to be. 

But I have never seen a support program on any basic commodity 
that was as effective as this support program on the price of livestock. 

Mr. Hitz. Will the gentleman yield ? 

Mr. Poaae. Yes. 

Mr. Hirx. Our subcommittee tried to hold meetings, right out at 
the grassroots, as well you know, going into west Texas and going 
into New Mexico. I am telling you frankly that I am like Mr. 
Poage; I think that was the finest example of what a price support 
should be and I cannot help what you say, that it was because of the 
drought, we will admit that; but it was price support, and I am con- 
vinced the farmers and feeders in my area are convinced it did help 
the price. 

Mr. Asernetuy. Will the gentleman yield? 

Mr. Hitt. I do not have the floor. I find fault with the program 
that the Agriculture Department carried out, in that it was too slow. 
If they had listened to us, and I might say making this nonpolitical, 
like Tucumcari where the finest statement was made by Democrats, 
and a Republican, myself, was presiding. 

This is as nonpolitical as anything could possibly be. Whether 
the former Secretary of Agriculture, a Democrat, and now Senator 
from the State of New Mexico, said—and just exactly as I can quote 
him—the Secretary of Agriculture should step in when these prices 
started down and buy the lower grades of meat that were flooding the 
market because of the drought, and then he could get out of the market 
just as soon as the prices stabilizes. 

You tell me that is not price support? You do not mean that in the 
sense I am speaking of, I know. 

Mr. Taytor. May I say this: I said the program was not a price- 
support program. It was on section 32 funds which was long ago 
set up to purchase surplus commodities of the kind that were being 
— 

r. Hm. But it is taxpayers’ money even if it is 32 funds. 

Mr. Taytor. Yes, but it is the first time any of it was used in the 
purchase of meat products. 

Mr. Hitz. I am like Mr. Poage in thinking that that is the finest 
example. He said “de luxe.” You can call it whatever you please. 

Mr. Tartor. I do not care what you call it, I like it, and I want 
some more of it. Call it whatever you want to. Maybe it is a price- 
support program. 

Mr. Hux. It looks that way. 

Mr. Tayror. Yes, sir. 
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Mr. Hix. Now let me ask you another question. 

Mr. Taywor. I do not care what you call it. 

Mr. Hix. One more question and I am through. This committee 
is nonpartisan, as you can tell from Mr. Poage. He was my right- 
hand man when we had the Subcommittee on Livestock. We were 
busy all the time trying to help people. 

The sheepmen- and I would be the last man in the world to start 
2 cattle and sheep war—are in here and telling us now that we should 
pass the wool bill. That is nonpartisan again. My friend in Texas 
has a lot of wool producers. They are asking us to take these section 
32 funds—not all of them but a lot of them—because the wool people 
built up the funds and now they think we should pass a law supporting 
the price of wool by the use of these section 32 funds. 

Now the question: Are you in favor of us continuing this cattle- 
purchasing program if we have to go other places than section '32 
to get money to continue the buying program / 

Mr. Taywor. Yes, sir. 

Mr. Hu. That is fine. 

Mr. Poacer. I want to try to make it plain that I am not trying 
to condemn or criticize anything that has taken place. 

Mr. Hitz. None of us are, Mr. Poague. 

Mr. Poacur. I think we have been working together and getting 
a very helpful program and I want to see us continue in that respect. 

All I want to suggest to my good friend, and I think outstanding 
president of the great national organization here, is that if we can 
understand a little better that there is not the conflict of interest 
between segments of agriculture that your statement seems to em- 
phasize—to some people reading your statement they would take it 
as being a bitter attack upon their own segment of agriculture, and 
that is what a whole lot of the farmers of the United States feel, and a 
lot of the livestock producers of the United States feel, that great 
associations—and I have no criticism of them because I think they 
are doing a splendid thing, and I think what Mr. Taylor told us about 
the advertising program is one of the most constructive steps that 
agriculture as a whole can take, so I have no criticism of the American 
National or the Texas Southwestern, God bless them, I am for them— 
I hate to see them build wp unnecessary enemies. 

We have enough enemies that we cannot help. But when you write 
a statement and start out by condemning price supports, the man who 
is producing cotton and the man who is producing wheat inevitably 
feels that you are striking at him, 

You do not have to do it. You do not gain anything in the world 
by doing it. At least, I do not see what you gain by doing it. It 
seems to me that you weaken your appeal to the \ very people that 
ought to be working with you, without gaining one solitary thing 
for yourself or for anybody else by trying to emphasize a difference. 

When you say that you go to the laboring man and try to emphasize 
the fact that you are in the same boat, that is fine. Let’s do it, too, 
with the various segments of agriculture. 

Instead of trying to build a wall between the man who grows cotton 
and the man who grows cattle, let’s try to put them in the same boat. 

I think we will get along a lot better. 

Mr. Taytor. I would like to tell you that—of course you know that 
Tam a Democrat and always have been and always will be 
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Mr. Huw. That is because you live in Texas. If you move up to 
Colorado all those Texans become Republicans, or most of them. 

Mr. Taytor. I am a Democrat also who supported Eisenhower, and 
I am supporting anything and everything that he has said up to this 
point. 

I think he has been doing all right, and so has Mr. Benson. The 
American National passed this resolution for 22 years, ever since 
we had price supports. Why get excited about it now? This has 
been in our resolution every year. We have passed the same 
resolution. 

Mr. Anernetuy. I will tell you what is wrong with it. I had some 
correspondence with your executive secretary. 

Mr. Taytor. Mr. Mollen ? 

Mr. Anernetny. I will tell you ao os is wrong with it. You have 
changed your mind. Up until a year or two ago, let us say, you felt 
that there was no necessity for a ana am for cattlemen. Then there 
came a need. You changed your position, asked for help, and got it. 
But you want it only for yourself, for nobody else. That is exactly 
what your resolution says; your first and second resolutions. 

In other words, you want a program for yourselves, a purchase 
program. That is the second resolution. 

But in the first resolution you are against a program for anybody 
else. When I got these resolutions lindic ating| I read the first two 
and then threw them aw: iy. You were so inconsistent, I saw no point 
in reading the remainder. 

Then I pulled the pamphlet out of the wastebasket and wrote your 
association in Denver—I do not recall to whom I directed the letter 
and got a reply from Mr. F. E. Mollen, executive secretary. Then ] 
replied to his letter. Here is the file. 

Bob pointed this out correctly. We are all in the same boat. I 
have some cattle people in my own district. I have cotton farmers 
in my district. I have some wheat growers in the northern end of 
my State. I have people who produce various other commodities, 
farm commodities. And they are all in the same boat. 

This method of condemning the program of one and approving 
one only for yourself is wrong, and selfish. 

I have supported the beef purchase program, I supported it and 
I will support it again. But I want you cattle people to remember 
that we have some cotton farmers who have to live, too. I feel very 
deeply about this. I just think that your association ought, when it 
meets again, take back this first resolution or else it ought not to ask 
for help for themselves. I am serious about this, Mr. Taylor. You 
have been very inconsistent and inconsiderate of your fellow farmers. 

Mr. Anpresen. Mr. Taylor, we all remember the Alamo. I would 
like to add my 2 cents worth to this: The dairy farmers of the country 
supply around 40 percent of the meat to the American people and 
the livestock industry and the dairy production of this country are 
tied pretty closely together. 

I hope the same sympathy will be shown to the problems of the 
dairy industry as you are now advocating for your industry. I 
would like to ask you one further question and that is how do you feel 
about imports of cattle from Canada and Mexico and other countries ? 

Mr. Tayrtor. Perfectly all right. Never more than a half million 
cattle came out of Mexico in any 1 year. They did not disturb our 
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markets a great deal. We realize that Mexico for one thing is the 
biggest purchaser of lard that we have. I have never seen any other 
kind of an automobile or truck in Mexico except those made in this 
country. 

If we expect to sell our high-priced fed cattle to the workers in 
Detroit who are making automobiles we should not complain about 

cattle coming in from Mexico and in turn using that money maybe 
to buy some of the things we manufacture here. 

Mr. Anpresen. You want the limitation continued on the number 
that can come in? 

Mr. Tayior. I think your quota system as you have always had it 
is perfectly agreeable to everyone. It isnot enough. After it settles 
down there are not enough cattle. After all, we were shipping fed 
cattle into Canada last year. They were short of fed cattle. 

Mr. AnpreseN. That was because of the embargo due to the hoof 
and mouth disease. 

Mr. Taytor. Yes, sir. I would like to say, Mr. Chairman, that I 
appreciate very much what Mr. Abernethy and Mr. Poage have said. 
I would not take it lightly because I realize you would “not say it if 
you did not mean it. “You have to realize that here is a great outfit 
that has always run its own business, have been more or less rugged 
individualists, and I am a sort of a newcomer in it, so to speak. 

I have been a member for about 20 years. A great many of the 
other members have been in it all their lives. We have our troubles 
in the American National just like I am sure you gentlemen have 
here. But fundamentally the cattlemen are usually pretty easy to 
get along with, and they have to learn that there are other sides of 
the question. They have to learn that they must get along with 
industry and labor and all of that. 

I for one am sick and tired of hearing—and I have said in my 
statement, and so help me this is the last time I ever intend to say any 
more about the big surplus of agricultural products in this country— 
I think it is time we began bragging about having a lot of such 
products in our country. 

I mention it here for the purpose of this discussion here today. But 
I think it is high time we did something about disposing of them and 
quit yelling about having them on hand. 

I think we ought to brag about a country that can produce a year’s 
supply of wheat on hand, and have a year’s supply of beef on hand. 

We have our tail between our legs instead of our heads up trying 
to find some market for the products that the American farmer and 
rancher has been able to ss iiies 

This is the last time you will ever hear me say a word about it. I 
am going to brag about it myself. 

Mr. Anpresen. That is what we should do about all of our com- 
modities. Mr. Harrison, do you have a question ¢ 

Mr. Harrison. Yes, I want ask a question. 

I do not know whether it has been answered or not. I was one of 
the ones who was in Texas the fourth of July when you were having 
that tremendous drought. I for one feel for your people down there 
who are in the cattle industry. A great number of meetings were 
held throughout the country at different times and this cattle situa- 
tion came up and was discussed quite thoroughly. 
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It seems as though at that time the thing that we were most con- 
cerned about was to get our cattle population down. I was of the 
opinion at that time that because of the very serious situation that 
you had in the Southwest that you would not come up this year with 
a greater population than you had last year. But it seems from your 
figures that we have come up with a greater population. 

We had this cow-killing program to get our population down. 
Now we come up with a greater population, which is going to be a 
very serious handicap and probably will break our markets because 
of the continued drought. 

When are we going to be able to get this population down so that 
it will not, in cases of disaster, be a bugaboo ? 

Mr. Taytor. I think this drought is going to reduce numbers some 
more. 

I think our calf crop is going to be much smaller. These figures 
were based on a 90 percent calf crop. I am sure you gentlemen 
around this room know it is difficult to get a 90 percent calf crop in 
good times, let alone in drought. 

If you give it an 85 or 86 percent calf crop which we think is 
pretty good, we would not have had a reduction in cattle. 

That is why these Government figures should be changed. They 
are always behind. We have asked the Department to give us some 
figures that we could estimate the calf crop on and not give it to us 
after it was long since gone. 

Mr. Harrison. What you are saying is that our population of cattle 
is not as great as it was at this time last year ? 

Mr. Taytor. It could easily not be, because we do not know how 
many calves we have on hand. It could not miss it far. It would 
not be over a million head. But Mr. Harrison, I for one am going 
to quit worrying about the oversupply of cattle and the surplus of 
all these things. 

We are dedicated to a program of educating the housewife to eat 
more of this. I think if a New Zealander can eat 210 pounds of 
beef a year, that it is silly to think that an American is only going 
to eat 67 pounds, which he has averaged the last 50 years. 

I want to spend some of my money, and so do all the rest of the 
cattlemen in this country, to try to get the housewife to realize that 
she should feed her children more beef a year. 

That is the way to attack the surplus problem. 

Mr. Harrison. There is probably some merit to that. However, we 
have to remember that we are one of the biggest pork-producing areas 
in the country and also the biggest poultry, and probably the differ- 
ence is made up in pork and poultry that they do not have in the 
Argentine. 

Mr. Taytor. We are going to have a billion broilers this year, and 
your meat-type hog is one of the greatest things that ever happened 
to any country. 

You are going to have red meat instead of so much lard. Sure you 
have a chance to eat more beef, more meat of all kinds and we should. 

Mr. Harrison. Is it beef or meat that you are talking about in 
terms of pounds? 

Mr. Taytor. I am talking about beef, but I am also a hog raiser. 
I may be up here next year talking about hogs to you. 
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Mr. Harrison. How many pounds per capita of meat do we con- 
sume in the United States as compared with the meat consumed in 
Argentina and some of these other countries ? 

You were talking about the beef. 

Mr. Taytor. We will eat about 125 pounds of all meats, and up 
as high as 140. 

Mr. Harrison. That isall, Mr. Chairman. 

Mr. Anpresen. Mr. Lovre ¢ 

Mr. Lovrr. There is no question but that we should do everything 
we can to encourage eating more beef. The livestock men in South 
Dakota have suggested that in this Government-buying program more 
emphasis should be put on buying cows or she-stock. 

What do you think about that? 

Mr. Taywor. I think that is right. I agree with that thinking. 

Mr. Lovre. If the Government-buying program is continued, more 
emphasis should be on buying more she-stock ¢ 

Mr. Tayzor. Yes. When we made this recommendation to you 
gentlemen last year, you remember that we requested cows. We 
also said that we did not think that the Government should purchase 
any more cows than they had a market for, and that was the reason, 
with the school-lunch program which was a wonderful thing, and 
your canned meat program, which will last until December 11, as we 
understand. We do not want a large surplus piled up. 

We simply requested that number as that was the market we actually 
had for that much beef. I think we will make the same request this 
year. 

Mr. Lovee. Is it true, Mr. Taylor, that the price of livestock follows 
the price of feed ? 

Mr. Taytor. Yes, sir. I never heard of anybody having high prices 
of cattle when corn prices were low. I think the two pretty well 
follow. I think you will admit we have been in somewhat of a squeeze 
from the feeding standpoint, with high-supported corn and high- 
supported meal. 

But there again that is your problem which I leave to you. We are 
talking about the cattle business and we certainly realize with the 
meetings you gentlemen have had around the United States that you 
will come up with a solution of this thing and I am not worried about 
it. 

You always have. I have never left here where you did not come out 
with a good program that suited me. 

Mr. Hoeven. Will the gentleman yield? 

Mr. Lover. Yes. 

Mr. Horven. What you mean to say is that whenever you have a 
low price on corn you have a low price on hogs and cattle? 

Mr. Taywor. Yes, sir. It generally follows. 

Mr. Anpresen. We thank you for your statement. 

Mr. Cooter. I have some questions, Mr. Chairman. 

Mr. Anpresen. I do not object to your asking questions. But we 
have a long list of witnesses and we want to conclude by 12 o’clock. 

I think Mr. Poage and the others here covered every point before 
you came in. But I would be glad to have you ask such questions as 
you want to. 

Mr. Cootry. Thank you very much. It is very kind of you to give 
me this recognition. 
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Mr. Anpresen. I think everything has been covered here before 
you came in, 

' Mr. Cooter. I notice your opening statement, Mr. Taylor, is that 
“We commend | Pr esident Eisenhower’s and Secretary Benson’s new 
farm program.’ 

What do you conceive that new farm program to be that you have 
so commended 

Mr. Taytor. We like flexible supports. 

Mr. Cooter. What else about the program 

Mr. Tartor. We think that mainly it would have more of a tendency 
to settle down some of the things that have been worrying us about it. 

Mr. Cooter. What do you conceive the program to be when you 
refer to it as a program ¢ 

Mr. Taytor. I have read the bill, Mr. Cooley, and I think the bill 
speaks for itself. 

Mr. Cootry. You understand what it means, don’t you? 

Mr. Taytor. I certainly do, yes, sir. 

Mr. Cootry. It means that if it is enacted into law it will break 
the cotton market $25 a bale overnight, with the set-aside provision 
he provides in the law. 

Do you understand that ? 

Mr. Taytor. No, sir, I did not. 

Mr. Cootry. Did you understand it will break the price of wheat 
to the extent of perhaps more than a quarter billion dollars over- 
night ¢ 

Mr. Taytor. It will reduce the price of wheat and all commodities, 
I understand. 

Mr. Cootry. Why should you advocate a reduction in the price of 
wheat which will result in a substantial loss to the Government and 
break the price on 14,300,000 bales of American cotton which would 
immediately result in a loss of $375 million, about a quarter se 
dollars of which the Government will lose on the 8 million bales i 
has in nonrecourse loans and 235,000 bales in inventories of CCC 

Mr. Tayvor. I just do not think that you can continue a program 
that is costing the Government this much money to maintain. 

Mr. Cootry. How much money is the cotton program costing the 
Government ¢ 

Mr. Tayvor. I do not know. 

Mr. Coo.ry. Do you know that the Government has netted a profit 
to the taxpayer to the extent of a quarter billion dollars on the cotton 
program during its life of more than 18 years 4 

Mr. Taytor. The thing that I object to, Mr. Cooley, is that you 
are paving out around a half million dollars a day in storage, ac- 
cording to the Secretary’s figures. , 

Mr. Cooter. On what? 

Mr. Taytor. On all the basic commodities. 

Mr. Coorry. ee cotton. You cannot sell that cotton until you 
get cost out of it, 105 percent of the support price plus handling 
charges. We netted a profit to the Government of more than a quar- 
ter billion dollars on cotton. 

Now you come up here and advocate a program which will result 
in wiping out that entire profit. 

Mr. Taytor. I say that any program that costs a half million dollars 
i day to store commodities 
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Mr. Cootey. It does not. I am just telling you that the cotton 
program has not cost you a nickel. Neither has the tobacco program 
cost you a penny. Yet you come here and advocate the repeal of 
the program. 

Mr. Tayvor. It costs me money when I have to buy exported cake 
at 5100 a ton. 

Mr. Cooter. It has not cost you any money. As a taxpayer, I am 
talking about. 

Mr. Tayzor. I think I would be buying cake a lot cheaper. 

Mr. Cootry. You want cheap cake, and ‘ches ap soybeans to feed your 
cattle to sell at high prices? 

Mr. Tayrtor. No; I do not want it cheap but I want it cheaper than 
I am now able to buy. 

Mr. Coortzy. Give this committee one good reason why you have 
come all the way from Texas to advocate “repeal of all these support 
programs that have been operating so successfully for the last 18 
years. 

Mr. Taytor. I certainly can. 

Mr. Cootey. Name one. 

Mr. Tarxor. I have it here in my statement. I say it would be a lot 
better if you would give the farmers back this half million dollars 
a day that you are paying for storage, in the form of reduced taxes. 

Mr. Cooney. That is inconsequential when related to the national 
income of ihe farmers of this country. 

Mr. Taywor. It is hard for me to see it, Congressman, because that 
is every day out of pocket of the taxpayers of this country. I think 
that is irrefutable. 

Mr. Cooter. That would be $180 million a year according to your 
‘alculation, yet you would advocate breaking the program right now 
which would result in the loss of untold millions of dollars. Not even 
the Secretary of Agriculture has calculated the cost of his program. 

Mr. Taytor. I just do not believe that you can continue. 

I am a wheat raiser and I have not sold a bushel of wheat to any- 
body except the Government in a long time. 

Mr. Cooter. How long? The last 2 years? 

Mr. Taytor. My wheat goes under loan every year. 

Mr. Cooney. It goes into loan every year, yet you want to repeal 
the very thing that you have been taking advantage of. You are 
such an individualist—why did you put your wheat in Government 
loan ? 

Mr. Taytor. Because nobody would buy it. 

Mr. Cooter. Somebody would buy it. You put it in loan because 
you could get more money for it. 

Mr. Taytor. Sure. 

Mr. Cooter. You know that the wheat surplus we have and the 
cotton surplus has accumulated within the last 24 months. Isn’t 
that right? 

Mr. Tayvor. Yes. 

Mr. Cootry. And we can get rid of it in 24 months if you will 
let us alone. 

Mr. Tayrvor. I am not bothering you. 

Mr. Cooter. Yes, you are bothering me; when you come up here 
and start out with your opening sentence that we endorse Mr. Benson 
and his program, you bother me an awful lot. 
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You say that you do not want a program on beef; you want to be 
let alone. 

Mr. Taytor. That is right. 

Mr. Cootry. For that reason, you want everybody elese to be let 
alone. Yet in your statement you advocate a renewal of the beef- 
purchase program. 

Mr. Taytor. I certainly do 

Mr. Cooter. Did you know that Mr. Benson’s program is the Bran- 
nan program on a worldwide basis plus? 

Mr. Taytor. I do not think Mr. Benson had anything to do with 
the cattle-buying program. It was born right here in this committee. 

Mr. Cooxry. 1 asked you if you did not know that his program 
now contemplates buying agriculture commodities at one price, and 
selling them in the world market at a lower price. 

Mr. Taytor. I think he agreed to that on wheat. 

Mr. Cootry. He agreed to that on all commodities Hasn’t he 
asked for that in this legislation ? 

Mr. Taytor. That is all right with me. 

Mr. Cootry. You want the Brannan plan ona worldwide basis? 

Mr. Taytor. No, I will not say that. There are a lot of things 
about the Brannan plan that I like. 

Mr. Cootry. What is one thing that you like? 

Mr. Taytor. I think you have to recognize that you have a less 
foreign market for one thing. We were in a war economy when you 
were asking us to produce all of this. We have lost that for the 
foreign markets, and Brannan was the first man I knew that recog- 
nized that we had lost our markets overseas for the products we were 
producing. 

Mr Cootry. Brannan was advocating a low market to the Ameri- 
can consumer but he never went across the seas with his program. 

Mr. Taytor. He recognized the very first thing in his plan. He 
said we have been on a wartime economy and we have to get down off 
ofit. Wehave lost our for eign markets. 

Mr. Cootry. Do you have any idea on earth what Mr. Benson’s 
program, which you have endorsed so boldly in your statement, would 
cost the taxpayers if it were embraced ? 

Mr. Tayzor. I know it is costing us a half million dollars a day 
for storage. , 

Mr. Cootry. That is inconsequential. If you would relate the stor- 
age costs to the increased accumulated farm income of America, it 
does not amount to a postage stamp. 

Did you know that Mr. Benson does not propose to reduce the stor- 
age costs because he proposes to put aside 4 million bales of cotton 
in storage forever and let us fool ourselves into believing we do not 
have any y of it? 

Do you understand that? 

Mr. Taytor I do, and I do not agree that that is the way to do it; 
to set it aside forever. 

I think it ought to be used. 

Mr. Cootry. You are endorsing that. Isn’t it a fact that you do 
not know what the program is that you have endorsed ? 

Mr. Taytor. I told you that I have read the program. 
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Mr. oe ey. You read it but you probably do not understand any 
phase of it. If you do, tell me what else you know about the pro- 
gram exce - flexib le supports. 

Did you know there was a set-aside provision there ? 

Mr. Taytor. Yes, sir. 

Mr. Cootry. To put it in storage and keep on paying storage that 
you complain about ? 

Mr Taytor. He was going to set some of it aside. 

Mr. Cootey. Four million bales, and pretend we did not have it. 

Mr. Taytor. He told us about his program in Colorado Springs. 

Mr. Cootry. He told the country about something in Minnesota, 
when he made a speech out there, the President did. 

Mr. Taytor. te is a pretty good salesman, Mr. Cooley. He sold 
us in Colorado Springs. 

Mr. Cootry. He sold you on the Benson plan ? 

Mr. Taytor. Three thousand of us. 

Mr. Cootry. What ? 

Mr. Taytor. Three thousand men. He sure did. 

Mr. Cooter. [t is strange to me that you could be so well sold on 
it and sit here now and tell me you do not have any idea what it would 
cost the American taxpayer and the American farmer. 

Mr. Tayior. I know what it is costing us now. That is the only 
thing that I can see. 

Mr. Cootey. Tell me one thing in his program that will minimize 
or decrease the storage charges. 

Mr. ‘Tayior. For one thing we will not be raising so much of it. 

Mr. Cootey. Why won’t we be raising so much of it! He is going 
to take the commodities from under controls. 

Mr. Taytor. We will not raise as much cotton. 

Mr. Cootry. Why not’ Because of the law put on the books by 
this committee which will enable us to reduce our acreage this 1 
current year 334, percent. If you leave us alone we will reduce it 
again next year if necessary. 

Mr. Taytor. Weren't you in favor of reduci te acreage / 

Mr. Cooter. Certainly I am in favor of it. We passed that law. 
This committee passed it. 

Mr. Tayior. Soam I. Did you know that the cattle business took 
1 $7 billion loss in the last 2 years ? 

Mr. Cootry. You do not even want any semblance of control on 
your production ¢ 

Mr. Tayztor. We certainly do not. 

Mr. Cootey. But you want the Government to spend untold billions 
supporting your prices by indirect support ? 

Mr. Tayxtor. No, I do not. I want you to know that we have taken 
a $7 billion loss in our cattle in the last 2 years. In other words, 
we have produced 7 million cattle for nothing. 

I think that qualifies us at least to have a little intestinal fortitude 
to want to stay in business. We are not crying about our losses, I 
am simply telling you about them. 

Mr. Cootry. Let me sum up and I will be through. I have used 
about 10 minutes. You are advocating the flexible supports clear 
across the board ¢ 

Mr. Taytor. Yes, sir. 

Mr. Cootry. As advocated by Mr. Benson ? 
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Mr. Taywor. Yes, sir. 

Mr. Cootry. What are you asking for for your group ‘ 

Mr. Tayuor. I am not asking for anything today for our group. 

Mr. Cootry. When are you going to : ask for it? Tomorrow / 

Mr. Taytor. I will be here. You know that I have been before 
vou a lot of times, and at the proper time I will be here. 
' Mr. Cootey. Can we sum up your testimony that you are asking for 
nothing for the cattlemen / 

Mr. Taytor. Not one thing today. 

Mr. Coorey. You are asking right here today for renewal of the 
purchase program, aren’t you 4 areas Lng 

Mr. Tayrztor. No. We have not said that. We ask for it in our 
resolution but we have not vet asked the Secretary of Agriculture to 
put it into effect. 

Mr. Cootry. You said “I am glad to note that Secretary Benson in 
Denver on March 17 indicated that the Department was all set up and 
ready to proceed with a rénewal of the beef-purchase program of 1953 
along the lines of our resolution No. 2.” 

Mr. Taytor. That is right. 

Mr. Coo.ey. So you already have from him what you want. 

Mr. Taytor. He promised to start the cattle-buying program again. 

Mr. Cootey. That is right. 

Mr. Taytor. And we want that. 

Mr. Cootry. You do not want this committee to do anything to dis- 
turb that? 

Mr. Taytor. No, sir. 

Mr. Cootey. Certainly not. 

Mr. Taytor. We want you to approve it. 

Mr. Cootry. So Mr. Benson has already promised you all that you 
want. 

Mr. Taywor. Yes, sir. 

Mr. Cooter. That is all that I have. 

Mr. Wueeter. May I ask a question, Mr. Chairman? 

Mr. Anpresen. Mr. Wheeler. 

Mr. Wueeier. Would you recommend a resumption of the purchase 
program if you were not suffering from a drought ? 

Mr. Taytor. No, sir. 

Mr. Wueeter. Thank you. 

Mr. Anpresen. We thank you very much, Mr. Taylor. 

Mr. Tayior. I would like to introduce Mr. Radebaugh, who has been 
a past president of the Florida Cattle Raisers Association, and is the 
vice president of our American National Cattlemen’s Association, and 
represents the southeastern part of the United States. 

Mr. AnprESEN. We will be glad to hear from you, Mr. Radebaugh. 


STATEMENT OF CUSHMAN RADEBAUGH, VICE PRESIDENT OF 
AMERICAN NATIONAL CATTLEMEN’S ASSOCIATION 


Mr. Rapvesaven. Thank you, gentlemen. 

I would like to start out by saying that I cannot take the shooting 
that you fellows have been doing with Jay Taylor, so be kind to me. 

Mr. Cooter. I did not mean to be unkind to Jay Taylor. I have 
known him for years. , 
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Mr. Rapesaucu. I am just a cow man. I do not know all these 
ramifications. I am here representing our member States, which is 
the range cattle area of the Southeast. 

According to the 1954 census cattle were 5,683,000 head. The 
Florida part of the Southeast has been in the opposite condition from 
the Southwest. 

In other words we had too much rain during this last year. 

As you gentlemen probably recall, you had to come to our assistance 
on Government feed to keep our herds going this winter. It has 
helped a great deal. We got in kind of late on this Government 
pure hasing program last year. 

This year we would like to get it set up on a little bit larger basis 
or more equitable basis as far as our State is concerned ; that is Florida. 

I think this is largely true in a good part of the Southeast. In our 
area when we say we are against controls, we are against price fixing 
and things of that nature, we are speaking of beef cattle and we are 
spe king of a floor under beef cattle, not a*‘Government-buying pro- 
gram or anything of that nature. 

When your committee was down in Florida last fall, we got into a 
good many interesting arguments on whether it was actually a sup- 
port or just what we meant by not wanting supports. 

As I understand the support deal, what we do not want is fixing a 
floor under the cattle market. We do want the Government to con- 
tinue as long as this drought continues and floods and things of that 
nature; we would like for them to continue their buying program. 

I think that about sums up the stand we take. 

Mr. AnprEsEN. Mr. Harvey ? 

Mr. Harvey. Mr. Radebaugh, I remember meeting you and being 
with the cattlemen in Florida last fall. I was there with the com- 
mittee. Atthat time asI recall you were having a great deal of trouble 
due to flooding of your pastures. 

Did that in your judgment have any ser ious or permanent effects, 
bad effects, on the industry in Florida? 

Mr. Rapesauer. Mr. Harvey, we lost a good many cattle that never 
did pull out of it. The water was on the range for such a long period 
of time that we had practically no winter feed and I do not think 
there are very many fat cows in the whole State at the present time. 

The calf crop is a little too early to determine how seriously it has 
been affected. 

Mr. Rapesaven. That will probably be where the repercussions 
will show up as far as the long-range viewpoint is concerned, will 
it not ? 

Mr. Harvey. Yes, sir, that is correct. 

In other words, you are likely to have a much shorter calf crop 
because of the conditions that existed last fall ? 

Mr. Rapesaven. Plus a pretty heavy death loss in cows during 
the past winter. 

Mr. Harvey. Do you have any estimate percentagewise as to what 
the death loss might have been ? 

Mr. RapesaveH. No, sir, I do not. 

Mr. Harvey. You feel sure that you did have a rather substantial 
loss ? 

Mr. Rapesaven. Yes, sir. 





LONG RANGE FARM PROGRAM 3107 


Mr. Harvey. You spoke of wanting to encourage the Government’s 
program in regard to the Florida C attle producers. 

What do you have in mind? What do you propose ‘ 

Mr. Rapenavuen. We raise 2 percent of the beef cattle of the United 
States, in round figures—two and a fraction percent. We would 
like at least to participate to that extent in the buying program. 

As you know, this buying program covered a lower ‘grade of cow. 
Our Southeastern area has I think probably a higher percentage of 
that type of cow than any other area of the country. I am sorry 
that that isso. We are trying to alleviate that, but that is a fact. 

We would like at least to participate to the extent of the pro rata 
share of the cattle we are raising. If anything, it may be a little 
higher percentage than that, due to that condition. 

Mr. Harvey. You said you did not get much participation last 
year. Why? 

Mr. RapesauGcu. There were several reasons. One was that we got 
in on it late; we did not find out about it as soon as we should have. 

Another was that our facilities for inspection in the canning were 
not what they should be. We have corrected that this year. 

There were a number of things like that that were largely our 
fault and not the fault of the Government that that happened. But 
as I say that is corrected this year and we want you folks to know it, 
and we want to get in there and get our part of it this year because 
it naturally helps out quite a bit. 

Mr. Harvey. Thank you. 

Mr. Anpresen. Thank you very much, Mr. Radebaugh. 

Mr. GoLpen. May I ask a question, Mr. Chairman ? 

Mr. ANnpresen. Yes. 

Mr. Gotpen. What about the rainfall in your territory this year 
as compared to last? 

Mr. Rapesaven. That was a heavy rainfall. This year so far it 
has been normal. It has since the first of the year. Our normal 
rainfall is 60 inches. I have not seen the total figures on last year’s 
rainfall but it was the largest amount of water that I have seen on 
the ground for one time for the longest period since I have been in 
that State, which dates back to 1925. 

Mr. Goutpen. You are not suffering from that condition now ? 

Mr. Rapesaven. No, sir. We are just suffering from the effects of 
that condition for a long period of time. 

Mr. Anpresen. Mr. Wampler ? 

Mr. Wampter. I would like to ask you this question: Are most of 
the cattle produced in Florida rice- fed cattle? 

Mr. Raperavenu. Yes, sir. 

Mr. Wampter. Isn’t that generally true over most of the Southeast ? 

Mr. Rapenaven. I think that is generally true in the Southeast. 
There are exceptions. The feeders are coming into the Southeast 
rather well at the present time and setting up. The condition you 
state is true and true throughout the Southe: ast. 

Mr. Wampter. What are some of the other problems that the cattle 
producers in the Southeastern States have in conjunction with the 
production on rice-fed cattle ? 

Isn’t there some discrimination in marketing rice-fed beef and beef 
eoming from the Midwest ? 
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Mr. Rapesaven. Yes, sir. Taking my State, Florida, only about 
% percent of our total production goes into fresh meat. 92 percent is 
canned. That is due to the condition you have mentioned. That 
means that there is a large transportation charge added on the retail 
bill for all of our meat down there because it has to come from the 
Middle West and we ship our cattle to that area and they are fed and 
they come back, and all the shipping is added on to our final bill when 
the housewife buys it in the store. 

It is quite a handicap. 

Mr. Wampter. I happen to come from western Virginia where most 
of our beef is produced on grass, so we have that same general prob- 
lem, and it is one that I sympathize with, and I would like to see the 
cattlemen of the Southeastern States work for it and help improve 
conditions. 

I think there is a great field and a great challenge to us. Thank 
you, Mr. Chairman. 

Mr. Anpresen. Thank you very much, Mr. Radebaugh. 

The next witness is Mr. Floyd Elliott, representing the United Live- 
stock Producers Association. Mr. Elliott, we would be glad to hear 
from you at this time. 


STATEMENT OF FLOYD S. ELLIOTT, REPRESENTING THE UNITED 
LIVESTOCK PRODUCERS’ ASSOCIATION 


Mr. Exxiorr. Mr. Chairman and members of the committee, gentle- 
men, I believe some of the gentlemen over here have pretty well made 
my statement, ina way. Mr. Taylor has said to you that they repre- 
sented all of the small producers in the United States. He gives you 
a poll taken in California where it ran 10 to 1. I would like to point 
out to you gentlemen that that poll was taken by the California Cattle- 
men’s Association. If I cannot get better than 10 to 1 in our associa- 
tion, when we have a meeting, I would be ashamed of it. He also told 
you that the Colorado Association voted 75 to 1. 

Mr. Cooiry. I am sorry I cannot hear you. 

Mr. Ex.sorr. Mr. Taylor has said that the different cattlemen’s 
associations have voted against price supports and he said that the 
Colorado Association voted 75 to 1 against price supports. I would 
like to call your attention to the fact that those were the members of 
the Colorado Cattlemen’s Association. They have been the boys who 
have been against price supports on cattle. If we had a convention 
of our association we would vote 100 percent for price supports for 
cattle. 

Mr. Chairman, I have a prepared statement. It is brief, yet it will 
take me quite a little while to go over it. 

I am Floyd 8S. Elliott, of Dalhart, Tex. I have been engaged in 
the cattle-producing business for the past 25 years. It is my privilege 
to represent the United Livestock Producers’ Association here at this 
time. 

This organization came into being on July 9, 1953, as a result of the 
chaotic condition of the cattle industry at that time; and due to the 
refusal of the larger cattle producers organizations to listen to the pleas 
of the small producers for assistance. More than 500 producers at- 
tended the organization meeting and at the present time we have mem- 
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bers in Texas, Oklahoma, New Mexico, Arizona, Colorado, Kansas, 
Lowa, Missouri, Montana, Nevada, and Wyoming. 

Since I wrote this statement we have two members in Kentucky, 
and we also have a member here in Washington. We feel that our 
organization represents the thinking of the average cattle producer in 
the Nation. 

I appreciate very much the opportunity of appearing before this 
committee, not only to present our views at this time, but to also 
express our sincere appreciation of the position taken by this com- 
mittee on October 10, 1953. We believed at that time that your posi- 
tion was wise and your recommendations correct. And we still be- 
lieve that your recommendations made at that time should have been 
adopted. On behalf of the average cattlemen of this Nation, we thank 
you for your courage and your recommendations. 

What the average cattleman wants: (1) He wants to raise or pro- 
duce all the cattle or livestock that his ranch will produce, consistent 
with good conservation practices and market his livestock at a fair 
price ‘that will pay all the cost of operation and leave a reasonable 
profit comparable to that of other agricultural products or in fact 
to other business with the same amount of capital involved. 

(2) He wants to operate his ranch with the least amount of Gov- 
ernment control, realizing that should there be a surplus in cattle or 
other livestock he would be willing to submit to Government control 
of production such as other agricultural commodities. 

(3) He wants protection from violent price fluctuations, with a sup- 
port price that will stabilize the livestock industry and restore confi- 
dence in this segment of agriculture so that cattle produc ers and feed- 
ers have some basis on which to resume normal operations. 

Why is the above necessary? (1) The drastic drop in cattle * eine 
the past 2 years has cost the cattle producers and feeders of the Nation 
from 7 to 10 billion dollars, because we were the only major segment 
of agriculture which was not supported and did not have a price floor 
under our commodity. This loss to the cattle producer and feeder 
will affect the economy of the entire Nation. There has been no way 
that the producer could cut his cost of operation on account of sup- 
ported feed prices, higher labor costs, machinery and in fact every- 
thing he has to buy to operate his ranch or feed lot. 

For example, the average price per pound gain on an animal after 
he goes in the feed lot is approxim: ately 30 cents per pound to make 
the animal grade choice. This animal grading choice sold or the 
Kansas City market February 20, 1954, for $22.65 per hundred. After 
shipping expense, commission, yardage, feed, and so forth, the animal 
would net the feeder $21.50 per hundred or a loss from feeding costs 
of $8.50 per hundred. The only way a feeder could hope to break 
even on this type of operation, is for the feeder to buy the animal at a 
much lower figure than he received for the finished product. 

(2) The unfair relationship between cattle and feed which makes 
it impossible for the feeder to make a profit feeding cattle unless they 

can buy from the producer at starvation prices, is a situation which 
the Government a created and which the Government alone can 
correct. As long as a program for controlling the price of farm 
products is continued—and heaven knows the farmer needs that, and I 
will never advocate economic suicide for the farmer so that the rancher 
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might live—then a program must be worked out to include the live- 
stock producer and feeder. 

(3) Since livestock is about the only major commodity that does 
not have price supports and since the producers and feeders have had 
such great losses the past 2 years and with the inventory loss alone 
reducing their margins in the livestock they have left and the drop in 
value of farms and ranches have caused the banks, insurance com- 
panies, and other lending agencies to lose contidence in the livestock 
industry. Now in order to restore confidence and stabilize this seg- 
ment of agriculture, the producer must have some assurance that he 

an sell his products for a fair price. He just cannot sell his live- 
uals on an open and free market, with everything he has to buy at a 
supported or subsidized price. 

The producer is caught in a price squeeze with low prices for his 
farm products and high prices for the things he has to buy. 

This is a general statement: (1) There has been a great deal of dis- 
cussion throughout this country regarding price supports for cattle. 

(2) The American National Cattle Association, with all its State 
affiliates, has sent to the President of the United States, the Secretary 
of Agriculture and to Congress, resolutions against price supports of 
cattle. I wish to draw your attention to certain facts in connection 
with these organizations and their membership who have drafted these 
resolutions. This group of men, who have held the leadership of 
these associations for many years past, are well-to-do cattle caiaale of 
the Nation and in my opinion do not represent the average small 
producer. It is my belief that not over 25 percent of all the cattle- 
men of the Nation belong to any cattlemen’s organization. These 
associations put themselves in a ridiculous position a few years ago 
when they fought Government price ceilings. They erroneously 
claimed that it cost 35 cents per pound to produce a calf and fought 
against any type of Government interference or Government control. 
T ‘he average producer felt at that time they were wrong. And we be- 
lieve they are wrong today in their stand against a c¢ attle price support 
program, so long as s other commodities are supported. 

There have been ms iny polls taken in almost every cattle-producing 
State in the Nation regarding cattle price supports, and the average 
producers have favored a price-support program as evidenced by the 
travels of the House Committee on Agriculture. I have been present 
at some of these hearings. One was held by the subcommittee, at 
Tucumcari, N. Mex., with Mr. Hill, of Colorado, presiding. When a 
vote was taken the producers voted unanimously in favor of cattle 
price supports. Senator Clinton P. Anderson, of New Mexico, was 
present and personally asked for the vote. 

A poll taken by the Amarillo Daily News and published September 
26, 1953, reported as follows: 

Seventy-one percent of the cattlemen participating in the recent Daily News 
poll favored price supports for cattle. 

Mr. Taylor has told you that that was not a fair poll. I would like 
to read the question that was asked in that poll: 

Considering drought and market conditions do you favor a_ price-support 
program for live cattle as is operating for several basic commodities? Do you 
favor a temporary form of relief such as a stepped-up Government beef-buying 


program, a herd-reduction program, or some other plan? Are you opposed to 
Government support in any form for the cattle industry? 
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That, gentlemen, that poll showed 75 percent favored price support 
for cattle. It is in the Amarillo Daily News. 

Mr. Cooiry. Amarillo is Mr. Taylor’s hometown. 

Mr. Exuiorr. Yes, sir, also the hometown of Jack Roach, president 
of Southwestern. 

A poll was taken July 2, 1953, by the Weekly Livestock Reporter, 
Fort Worth, Tex., which showed 66.4 percent favored price supports 
on livestock. At the governors conference, July 10, 1953, in Amarillo, 
Tex., and after President Eisenhower spoke to the assembly, a standing 
vote was taken with a big majority favoring price supports on cattle. 

The United Livestock Producers Association sated Secretary 
Benson to give the producers an opportunity to vote on the cattle 
price-support program the same as other agriculture commodities. 
In a telegram to Secretary Benson on August 15, 1953, our organiza- 
tion said as follows: 

Action of voters on wheat program further evidence cattlemen will have to 
be under support prices in order to survive. Many cattlemen going broke because 
the things used in operation of ranches have guaranteed price. If you are not 
willing to protect cattlemen under present laws, we respectfully request same 
privilege granted wheat producers and we, too, be given privilege to vote on 
price supports for livestock. 

We asked Mr. Benson for a floor to save the small producer until 
Congress convenes, and if it was not any good then, then they could 
decide what should be done. 

Mr. Coo.ry. Did you get an answer to your telegram to Mr. Benson 
of August 15? 

Mr. Exsiorr. No, sir. 

Mr. Cootry. No answer ¢ 

Mr. Exxiorr. No, sir. Also, on October 10 we wired this committee 
that we wholeheartedly supported the recommendations made on 
October 10, 1953. 

Mr. Anpresen, I think I got a wire from you, too, and I am on the 
committee. Did you get an answer from me é 

Mr. Exxiorr. I do not believe so. 

Mr. Anpresen. I know you did not. But I have also written letters 
to several Secretaries of Agriculture where I did not get any reply. 

Mr. Exuiorr. May I say, Mr. Chairman, we did not expect a reply 
as far as that was concerned. 

Mr. AnpreseENn. I do not think your wire called for a reply. The 
Secretary was down in the area. You met with him, did you not? 

Mr. Exuiorr. Mr. Chairman, I am glad you brought that up. We 
went to Lubbock to meet the Secretary and we were told before the 
meeting in Lubbock that our area in the Panhandle, the north Pan- 
handle, the north tier of counties would have a chance to meet Secre- 
tary Benson and talk with him. When we got to Lubbock the plans 
had been changed. They finally told us that we would have 3 minutes 
and one man must represent the area north of the Canadian River 
to present our case. 

Mr. Coorey. 3 minutes ? 

Mr. Exxiorr. 3 minutes to present the case. Mr. Taylor, president 
of the National Cattle Growers Association, and other members of 
the Texas and Southwestern, were going and coming and visiting 
Mr. Benson at all hours of the day. We had no chance to state our 
question to Mr. Benson. 
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Mr. Anpresen. Did you meet with Mr. Hill’s committee when it was 
down there? 

Mr. Exuiorr. I was at Tucumcari when Mr. Hill was there, and Mr. 
Brown, the president of this association, represented us there. 

Mr. Hitt. Mr. Chairman, let me say to the witness that everybody 
at Tucumcari who wanted to talk and express what he had in mind on 
the cattle business had that opportunity, and no one was denied the 
privilege. Is that right? 

Mr. Ex.iorr. That is right, Mr. Hill. I was talking about our being 
permitted to talk to the Secretary of Agriculture. nas of us fellows 
who were at Tucumcari could talk to Mr. Hill any time we wanted to. 
In fact, I was not on the program but I did ask Mr. Anderson how 
he would suggest that these cows were to be bought. You will remem- 
ber that, Mr. Hill. 

Mr. Hixx. | remember his answer. 

Mr. AnpresEeN. You may proceed. 

Mr. Extiorr. Gentlemen, we hope that any farm bill passed in this 
session of Congress will include livestock, and that the new farm bill 
will make it mandatory that the Secretary of Agriculture support 

cattle prices. We hope that we will not have another beef-buying 
program that will not give the producer a fair price for his products. 
Let me say here that as far as a beef-buying program itself is con- 
cerned of course it helped. We admit that it helped. But we also 
state that it helped the packer a lot more than it did the producer. 

Mr. Coorry. Let me ask you a question if you do not mind an inter- 
ruption. You say it helped the packer more than it did the producer? 

Mr. Exuiorr. Yes, sir. 

Mr. Cootry. Can you explain that? 

Mr. Extiorr. The only way I can explain it is the packer increase 
in profits for 1953 over 1952, and 1952 was a pretty good packer year 

Mr. ANpDRESEN. Do you have any definite figures on that to how 
what his profits were as a result of this Government canning 
proposition ? 

Mr. Ex.iorr. Yes, sir, I do. It is a newspaper report. I think 
you will agree with me that it is probably correct. 

Mr. Anpresen. You cannot believe everything you read in the 
newspapers. 

Mr. Exxiorr. I understand that. It said “More farm aid is Mr. 
Benson’s goal.” I did not believe that, either. It said “Swift & 
Co.’s net earnings in 1953 is higher by $11,204,777 than 1952, President 
John Holmes told stockholders yesterday in his annual report.” 

Gentlemen, $11 million net after taxes more than in 1952 is a 50 
percent increase in net profit. 

Mr. Coo.ry. It was a 50 percent increase. 

Mr. Exuiorr. Yes, sir. 

Mr. Cootry. Yet the cattlemen were losing money ? 

Mr. Extrorr. Yet the cattlemen were losing money, with the con- 
sumer getting no benefit from that lower price paid to the producer. 

Mr. Anpresen. How would you recommend that a support price 
program be handled on cattle? 

Mr. Exxiorr. I have that here. Mr. Chairman, we are offering you 

plan, a price-support plan and a control plan. We do not think 
that we should come up here and ask you to support cattle prices and 
say that we do not want a control program. 
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The last beef-buying program only made more profits for the packer 


as evidenced by the large profits shown by the meatpacking industry 


for 1953. We have found that we have to have controls in major 
business in this great country of ours. For instance, we had to have 

bank deposit insurance so that our bank deposits would be safe and 
so that confidence would be restored in the banking industry. We 
have to have conservation controls so that our soil will not be de “pleted. 
The same holds true in the cattle business. We have prepared for 
your consideration a cattle price support and control plan that we 
believe will restore iplideane in the Fivenbodié industry. 

Cattle price support plan: The United Livestock Producers’ Asso- 
¢ aoe with headquarters at Dalhart, Tex., is offering the following 
plans for price supports and to control production as pertaining to 
the cattle industry. It is our firm belief that price supports under 
all farm products, including livestock, at not less than 90 percent of 
parity is basically and economically sound, and is the only means so 
far developed, that provides for the producer of agricultural and 
livestock products the fair price to which they are entitled and the 
yrotection they must have against disastrous declines brought about 
yy speculators and those who are in the position to take advantage 
and manipulate the markets downward when surpluses, sometimes 
relatively small, are produced. 

Mr. Hix. Let me ask you a question. On the 90 percent of parity, 
do you think that 90 percent of parity for a farmer feeding cattle 
would be profit enough for him to pay his taxes right now —today? 

I am talking about a feeder. He has to buy these cattle that you are 
producing. 

Mr. Exxtorr. That is right. 

Mr. Hi. Do you know what the 90 percent of parity is on beef 
today, U. S. Choice? 

Mr. Exuiorr. Yes, sir. 

Mr. Hiii. What would it be? 

Mr. Exxiorr. Not on choice. I am talking of beef average. It is 
$5 a hundred higher on the average price of beef than what parity is. 

Mr. Hint. If I have the parity figured right according to a state- 
ment given me, every farmer who would feed cattle and beef in my 
area would be broke and could not pay his taxes if he got only 90 
percent of parity. 

I can prove that by the Department of Agriculture figures. In 
other words, the way parity is loaded today, figuring on beef cattle, 
that you would be broke before you could get started. 

You could not borrow a dime from the bank. The farmer would 
get 22 cents for fat cattle if sold at parity right today at the market. 
A farmer could not live on that, the way they figure parity on beef 
— today, ee rp 

I defy anybody to dispute that statement. On parity a farmer 
cannot live and feed cattle today the way you figure beef parity. 
Look it up when you have time. T know I am right. 

Mr. Exuiorr. Yes, sir; I am sure you are right on that fact. We 
have been charged with this: that we want the Government to set a 
price that would make us a lot of money. 

Mr. Hitt. You just have made up your mind to have a new scale 
on which to figure parity. I hope we can get our legislation through 
the Agriculture Committee and through the House and pass these bills 
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and forget the definition of parity. Because the way they figure 
parity on a lot of farm products a farmer would go broke before he 
even got to the market with the product. 

Parity is sliding. It slides all around. It slides the farmer under 
cover first. That is No.1. About 6 feet under in many instances. 

Mr. Extiorr. I am sure of that. 

Mr. Hitt. We do not hear anyone talking about cutting down labor, 
do we? Why does not somebody come here and tell me they will re- 
duce the price of tractors, and reduce the price of gasoline bought 
by farmers? I get so filled up I am going to explode. I actually am. 

Has your cost of production been reduced one single penny on a 
percentage wise basis since you started all this argument about the 
price of cattle last year in February and March? It really started 
in January. Have you? 

Mr. Exxiorr. No, sir. 

Mr. Hut. Is there any reduction in the cost of your production ? 

Mr. Exxrorr. No, sir. The only reduction we have had in our 
country is that we do buy our cake a little cheaper than we did in 
1952 or early 1953. 

Mr. Hix. That is just cake? 

Mr. Extiorr. That is cake. 

Mr. Hm. What about the cost of your machinery and equipment? 

Mr. Extiorr. Our other costs are just as high as they were. 

Mr. Hitz. What about the cost of repairs? 

Mr. Exuiorr. They are a little higher. 

Hr. Hm. So when you tell me that you can go along with 90 per- 
cent of parity on feeding livestock I say absolutely it cannot be done. 

Mr. Exxiorr. Mr. Hill, don’t misunderstand me to say we think that 
is the solution, 90 percent of parity. But we think it will be a lot 
better than what we are getting now as far as a general overall picture 
of the beef is concerned. 

Mr. Hitt. While we are looking for a solution why don’t we really 
tie parity on to the cost of living, like laborers do, as you have escalator 
clauses in the labor contract. 

You come in here and ask for a penny when you ought to say, “Let’s 
change the whole business and put in an escalator clause.” 

I do not know farmers that are not reasonable. They are the most 
reasonable people in the world. Let’s put the escalator clause on and 
go all the way out and say “When my price cost of production comes 
down we will reduce the price. Then if it goes up we will increase 
our price.” 

Mr. Exxiorr. The only way we have of knowing is by the figures of 
the Department of Agriculture. If they are wrong they should be 
changed. 

Mr. Hi. I have been maintaining they are wrong on the parity 
price of meat ever since I have been a member of this committee and 
we started to figure parity. It is wrong. Positively wrong. 

Mr. Extiorr. That is all right, that is what we want. 

Mr. Cootry. Mr. Dempsey would like to ask a question. 

Mr. Anpresen. Mr. Dempsey ? 

Mr. Dempsey. You rt the Tucumcari meeting ? 

Mr. Exniorr. Yes, sir. 

Mr. Dempsey. Mr. Hill was chairman, and Mr. Albert of Oklahoma 
was there. I have had a great many reports as a result of the meeting 
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and everyone was high in praise of the fact that they had an oppor- 
tunity to discuss their problems with the chairman of the committee 
and they were happy that the committee went to Tucumcari, in New 
Mexico. There was not a person who had something to take up with 
the committee that it was not taken up. Is that right? 

Mr. Exxiorr. That is correct, sir. 

Mr. AnpRESEN. You may proceed. 

Mr. Exxiorr. We resent the term of high rigid price supports, con- 
veying to the general public the idea that 90 “percent of parity is an 
unfair and unjust price and is an exorbitant one, by certain news- 
papers, magazines, farm papers and various cattlemen’s associations, 
for the simple reason that parity as worked out by the Department of 
Agriculture is a fair and just price for farm products in line with the 
price the farmer has to pay for what he has to buy and anything less 
than parity is an unjust and unfair price. 

Therefore, the term 90 percent of parity should be referred to as 
a low flexible price support instead of as a high rigid price support. 

Now as to cattle price supports, there is no question but what this 
could be done, either by subsidies to the sellers of the various grades 
of cattle where the price drops below 90 percent of parity in the 
markets, by the purchase by the Government of unsold surplus of 
beef acquired by the pac kers under price supports to be used by the 
Government in its various programs such as school lunch programs, 
supplying the Army with beef, and for foreign relief, or by sub 
sidizing the packers for any surplus beef that they might have to sell 
the general public in order to move it out at a lower price. 

For instance, we had in storage as of November 30, 1953, about 
206 million pounds of beef. If the Government wanted to move 
this beef, it could instruct the packers to reduce the price 5 cents per 
pound and let this price carry through to the consumer and announce 
to the consumer that they could buy 1 pound of beef for every pound 
of beef they bought at regular price for 5 cents less. 

We do not believe that the surplus would last very long as at this 
time there is only a little over one pound of beef in storage per capita 
in the United States. This would cost the Government far less than 
the beef-buying program we have heard so much about, where the 
Government purchased canned beef and gravy at 39 cents per pound, 
with the consumer getting no benefit from the lower price paid the 
producer. 

Now, as to controls, we feel if we have a support price we should 
have controls to regulate production im our industry. We had on 
January 1, 1954, approximately 94 million cattle, just about the 
same number as of January 1953. We doubt seriously that this is 
too many cattle for the needs of our people and in view of the fact 
that our Sdipulltion is increasing at the rate of 214 million a year, 
but should the Secretary of Agriculture decide we have too many 
cattle and it is necessary to reduce our cow herd, then we could proceed 
in this manner. 

Let your county agents or your ASC committees that are already 
set up in each county, contact each farmer and rancher who has 20 
or more cows, including coming 2-year heifers due to calve in the 
spring, and ask them to cut out one cow for each 10 they own up to 
20 head, and after that 1 cow for each 20 head they own and put a 
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brand on these cows, similar to the Bang’s disease brand so you could 
distinguish them. 

All of these branded cows could be marketed at the call of the county 
agent or the ASC committee as the case may be. These cows could be 
marketed as needed in 90 or 120 days. The seller would be guaranteed 
a price of 12 cents per pound for canners, 14 cents per pound for 
cutters, and 16 cents per pound for butcher grades; all coming 
yearling heifers to also be branded and to be marketed before they 
come into production. 

Those are figures that we put in there. That could be changed to 
regulate the different prices as to parity or nearer. If our produc- 
tion costs dropped, those figures could be changed. 

None of these heifers could be kept for replacements unless the 
farmers or ranchers wanted to cut their cow herd more than the 
above 5 percent. In that case he could replace the extra cows with 
the same number of heifers. 

After this was done, the farmer or rancher could be free to carry on 
his business without interference. If he wanted to replace the cows 
he sold or heifers he intended to keep for replacements he would be 
free to go out and buy all he needed of those cows that were unbranded. 

In other words, he could cs arry on his business in any way he might 
want to. There would be an incentive for him to enter into this kind 
of a program for he would be paid a fair price for cows he probably 
would want to dispose of and buy back better or younger cows if he 
needed them so long as he did not buy the branded cows and heifers. 

The Secretary of Agriculture would then at all times know how 
many cattle we had and how many cows there are and institute a 
similar plan of reduction if need be, if production got in excess of 
demand. The packers would then buy these cows and process them ; 
sell all they could at a fair profit. The Government could buy what it 
needed for the various programs it sponsors and if any beef was 
accumulated as surplus the price could be reduced to where the people 
of the lower income brackets would buy it and the packers could be 
subsidized or reimbursed for any loss sustained. In order to further 
stabilize the prices, all other grades must be supported at a price not 
less than 90 percent of parity. 

The above control program would be mandatory should the Secre- 
tary of Agriculture decide that production controls are necessary. 

This program would immediately stabilize our industry and bring 
back prosperity to the cattlemen which, as Mr. Benson states, “is so 
necessary to the continued prosperity of the whole national economy.” 
It would restore confidence to the otherwise confused and demoralized 
cattle industry. 

Mr. Chairman, we do not mean that this is the only program that 
would work. But what we do mean to say is that there‘is a program 
than can work, and we believe that this would work. 

Mr. Cootey. Would that 5 percent reduction take care of the 
situation ? 

Mr. Exxiorr. It probably would not. We are willing to control 
our production to the point that it will take care of it. 

Mr. Anpresen. You may proceed. 

Mr. Extiorr. The results: That. gentlemen, in brief is our plan for 
Government assistance to the small, or average, cattle producer of the 
Nation. 
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Mr. Cootxy. Did you discuss this plan with Mr. Benson or any of 
his associates in the Department ? Tiaxe you had an opportunity to 
do so? 

Mr. Euniorr. We have never had the chance to discuss this plan 
with Mr. Benson. Mr. Benson has had copies of plans similar to 
this. State senator Jim Smith of Arizona sent Mr. Benson a plan 
almost identical with this. 

Mr. Cooter. Have you ever had a reaction from the Secretary as 
to what he thought of it ? 

Mr. Exuiort. No, sir. 

Mr. Somiru. I presented it to him in person and discussed it with 
him on the third day of October in Salt Lake City. 

Mr. Extxiorr. We also presented this plan to Mr. True Morse, Under 
Secretary. 

Mr. Cootey. What was his reaction ? 

Mr. Exxiorr. He said it would not work. 

Mr. Cooter. Did he tell you why he thought it would not work? 

Mr. Exxiorr. He said on account of the storability of beef and being 
a perishable commodity, it would not work. The fact is that beef in 
the can will store longer than corn in the crib or wheat in the bin. 

Mr. AnNpRESEN. You may proceed. 

Mr. Exuiorr. If our plan is adopted and put into immediate opera- 
tion we firmly believe that it will save thousands of small producers 
from bankruptcy; place them on a level with the producers of other 
major agriculture commodities and give them not an unfair advan- 
tage, but merely the same protection that is afforded most every type 
of business and manufacturing concern in the Nation. 

What will happen if this plan, or one very similar to it, is not put 
into operation by the Government? For the answer to that question 
all you need do is look at the records of the past 12 months. Thou- 

sands of cattle growers, many of them in the business all their lives, 
have already lost their life earnings, and most of them will never be 
able to get back into the cattle business. 

Add to that number those who today are still in the business but 
who depend upon it entirely for their livelihood and have no other 
source of income, and you have an excellent picture of what the future 
holds for the small producer without Government price supports. 

In concluding, may I emphasize that we, the producers and feeders 
of cattle, ask for no special privileges. We are just as “rugged” as 
other individuals but unfortunately we do not have oil wells, insur- 
ance companies, business property or other sources of income. 

We are just cow men, depending entirely upon the business for our 
livelihood. 

We are willing to take our chances of success with no price supports, 
no subsidies and no Government help of any kind as long as you ask 
other producers, other business and manufacturers to operate without 
supports or subsidies but since that is highly improbable all we ask 
is that you give us the same protection you are already giving other 
business. 

Is there anything unjust or unfair in such a request ? 

Mr. Anpresen. We thank you for your statement, Mr. Elliott. We 
will take a few minutes, although we have reached 12 o’clock, to see 
if we can conclude with the other witnesses before we adjourn in order 
to avoid an afternoon session. 
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The next witness is Senator Smith from Arizona. 

- Mr. Cootry. Mr. Chairman, before Mr. Elliott leaves, I have one 
question. 

{n Mr. Jay Taylor’s statement his opening remark was— 

We commend President Eisenhower's and Secretary of Agriculture Bengson’s 
new farm program. 

That is language taken from a resolution adopted at Colorado 
Springs last January. 

I would like to point out to you that this committee did not know 
what the Secretary’s program was until March 10. I am wondering if 
your organization was taken in on the program by Secretary Benson. 

Were you advised as to his program before it came out here last 
week ? 

Mr. Exxtorr. No, sir. 

Mr. Cootry. Apparently Mr. Jay Taylor’s organization knew about 
the program back in January because they endorsed it in January. 
That is all. 

Mr. ANbrRESEN. Senator Smith, we will be glad to hear from you. 


STATEMENT OF HON. J. M. SMITH, STATE SENATOR FROM THE 
STATE OF ARIZONA, CENTRAL, ARIZ., AND PRESIDENT OF THE 
ARIZONA BRANCH OF THE UNITED LIVESTOCK PRODUCERS ASSO- 
CIATION, DALHART, TEX. 


Mr. Snmiru. Mr. Chairman, gentlemen, by way of introduction of 
myself, I have been in the cattle business ever since I have been a young 
man and had money enough to buy the first cow and the first cow pony, 
which was about 40 years ago. That is not by way of bragging, but 
I want you to know that all large cattlemen are not all opposed to 
a cattle-supported program. I am one of the large cattle holders in 
the State of California as of today. I have been a member of the 
Arizona Cattle Growers Association which is an affiliate of the Amer- 
ican National for 30 years, in fact it will be 31 years this February 
since I joined the organization. 

I want to say to you gentlemen that while there is a very wonderful 
group of men in that association, very fine fellows throughout the en- 
tire Nation, they are men who represent the upper crust of the cattle 
people of the Nation. I think that can be said without criticism al- 
though there are many men who belong to the national association 
who are in the smaller bracket. That has been the only national 
association that the cattle people have joined. 

I am going to say to you that in all cattle associations in the United 
States—and I think this could be verified if there was a vote of the 
cattle people, taking it from 10 head of cattle up on the little farms, 
where that is a program, the loss of income that has come from those 
10 head of mother cows might have been substantial in the economy 
of that family—taking up 10 head of cattle, the American National 
Association does not represent 25 percent of the cattle people of the 
United States. You can include our own association. 

Incidentally, I am president of the Arizona branch of the United 
Livestock Producers Association with headquarters at Dalhart, Tex., 
and incidentally for political reasons I am also State senator in 
Arizona. 
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This group, the American National, with all due respect to the 
things that they have tried to achieve over the years, do not repre- 
sent the rank and file of the cattle people, not even the big cattle peo- 
ple. You can take our own organization, the United Livestock Pro- 
ducers Association, the American National, all of them combined do 
not have 25 percent of the cattle people in the Nation that belong to 
any of them. So when you take a vote of any association you are 
not voting the conviction of the group because they are not there. If 
you go back to—and the only thing I can call it is PMA; I have not 
got to the new abbreviations—if you could get a vote through PMA 
throughout the United States I would be awfully glad to have that read 
into the record for the benefit of you gentlemen as to how people felt 
about cattle price supports. I cannot possibly be unfair to support a 
segment of agriculture when every other segment of agriculture is 
supported and all of the feeds, corn and wheat and cotton products 
and all of the other things, peanuts, all feed to cattle, are supported. 

We are not here telling you gentlemen to get into a flexible price 
support program. In fact, I am here to tell you not to. I think it is 
the most ridiculous thing I ever heard, with all due respect to people 
who may believe in flexible price support on either side of the ques 
tion. And gentlemen I do not want to get into a political wrangle. 1 
do want to read a little extract that I have here of what I said long 
before this meeting today. I did not write this article for this meet- 
ing but this came up in today’s questioning of Mr. Taylor. 

‘Let me say that what little I know of Mr. Taylor, I have a very 
high regard for his integrity. He just does not represent the cattle 
people of this Nation. 

Mr. Cootey. You do not question his integrity but you do his 
judgment, do you ? 

Mr. Smirn. Yes; I do. You can call price supports by any name 
you wish. Supports, subsidies, high protective tariffs, minimum wage 
scale for labor, guaranteed price “for steel output, Government pur- 
chase of cattle, Mr. Taylor, drought relief or any of the many pro- 
grams by which the Nation is subsidizing its economy, they are all 
one and the same thing. They just have different names, and every 
one of you gentlemen know it. 

I do not know why the American National does not know it. The 
question is not moral, and should not be political, and I say that with 
a great deal of emphasis. This is not political, gentlemen. A Re 
pub lican cowman can go broke and his economy go down the drain 
just as easily as a Democrat’s. Certainly it is not political. This is 
not a politic al issue. 

The question is not moral and should not be political. It is purely 
and simply an economic issue. These are some of the things that I 
said to Mr. Benson in Salt Lake City personally on the 3d day of 
October last year. I will quote from a good authority on this, that it 
is not a moral issue and should not be a politics al issue. President 
Dwight D. Eisenhower, speaking at Kansas City October 15, 1953, 
s said, t and I quote: 

We must and will continue faithfully to administer present price support laws 
now on the statute books. Further, all of us know that price support principle 
must be a part of any future farm program. 

That is what the President of the United States, the present Presi- 
dent, said. 
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I cannot get the American National viewpoint when they come up 
here and tell us and our association that “You are throwing away 
your freedom when you come up here to ask,” what is this Nation for, 
what is any democracy for, if they cannot stabilize an industry that 
is going broke? Why should we lose $7 billion in the cattle industry 
for the want of a little price enn Why should all of these boys 
go down the drain that have already gone broke? Why should the 
little men with cows of the breeding herd, young cows, fill the cans 
which Mr. Benson bought for the school lunches, when I and all the 
others of the bigger holdings of the Nation have not sold acow? Wh 
should that happen? You gentlemen tell me that and then I will 
tell you why we need some control over this situation. 

It is foolish to think that of course when you break little fellows 
the cattle price will go up again. Those of us who might be left— 
and I do not know how far any of us might stay—it might start on 
the bigger fellows next, and I happen to be in the other bracket and 40 
years ago I had one cow and I know all the steps all the way up, 
and some members of the American National have not known that. 

Drew Pearson said, a Washington correspondent you all know: 

The national budget is something few people read. It shows the amount of 
subsidies paid to farmers, also the amount paid to businessmen, veterans, and 


others. Here are the revealing figures: the subsidies paid to farmers in 1952 
were $463,000,000. 


It has already been said here today that billions of dollars have 
hinged around the fact that there was a subsidy under that, and it 
went out to every segment of the economy in this Nation. Do you 
think the working men could get the wages they are getting now if 
the farmer could not buy the products they are making in Detroit 
and other places? It is foolish, gentlemen, to try to talk about a 
sliding scale. 

We are in an economy that has come to agriculture only in the 
last 20 years. With all due respect to the fact that it came under 
a Democratic administration, the economy of business came nearly 80 
years ago, with Ulysses S. Grant, when we subsidized the railroads, 
mines, and other things. That has gone without any consideration. 
But here the poor old farmer, the backbone of the Nation, who has 
been subsidized with a support price for the last 20 years, now we are 
talking about taking him out of the picture because of a little surplus. 

Who ever heard of a nation worrying about the fact that we have 
a. little surplus on hand ¢ My goodness, Joseph in Egypt, through the 
Bible story, stored 7 years because he had a dream which told the 
Pharaoh that they were going to have 7 years of good times and then 
7 years of bad. He stored it up and they fed all the nations of the 
earth in that day. 

In these last days, can’t we be as smart as Joseph of Egypt was? 
How do we know when a war will break out and a nice surplus on 
hand would be a fine thing? It is foolish to talk about the fact that 
a great nation cannot handle its surpluses. I really think it is ac- 
tually foolishness. 

Here are the revealing figures: subsidies paid to farmers, 1952, 
$463,000,000, while the estimated subsidy for 1953 is $547,000,000. The 
subsidies paid to business men in contrast is more than twice as much. 
Remember that, 1,041 million dollars in 1952. These official figures 
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distinctly show that the farmer is not the top man on the economic 
totem pole. Remember ‘hat when you are discussing flexible price 
supports. ' 3 

I was proud of what Mr. Hill said awhile ago. When you have an 
industry that is going down the drain that is the only reason we are 
here, that is the only reason that this association was formed in Dal- 
hart, Tex., last July, because an industry was going broke and all the 
little men were going out of the picture, boys who came back from 
the Army and bought these high-priced cattle ar.d high-priced ranches. 

Somebody said it is foolish to buy those high-priced cattle and high- 
priced ranches. Sure. Eight or ten years ago I know I had a banker 
tell me when I hit him up for a little extra “jack,” “This thing will 
break.” I have made more money in the last 10 years than 1 have 
made the rest of my life, and it is because of a supported program, 
and do not forget it, gentlemen, when you go to sit in Congress on 
these things that we are discussing here today. 

Mr. ANnpresEN. Will the Senator yield? 

Mr. Smiru. Yes, I will. 

Mr. ANpDRESEN. You say you made more money in the last ten years 
than you made in the rest of your life. Do you not suppose the war 
had something to do with that ? 

Mr. Smiru. Yes, sir, it did; the war did. 

Mr. AnpresEN. If it had not been for the war you might have been 
in trouble much earlier with much lower prices ¢ 

Mr. Siru. I concede that. 

Mr. Cooter. Will you yield? 

Mr. Smiru. Yes, sir. 

Mr. Cooter. The war also helped in the same degree the same ratio, 
other segments of our economy. 

Mr. Smiru. That is entirely true, Mr. Cooley. 

Mr. ANpDRESEN. It was not entirely because of the support-price 
program that you made all of your money. It is because of the war 
and the economic conditions resulting from the war. 

Mr. Smrru. It was because of the economic structure of the Nation. 
Mr. Chairman, if you will permit, I believe that if we had left it up 
entirely to chance, after World War I, and between then and the 
time that Korea broke out, that if we had not had a supported economy 
for agriculture—I am not going to say cattle because cattle have never 
been supported due to the fact that the American national never did 
want controls. The American national does not object to supports, 
if you will check it. They object to controls on their cattle and they 
also object to the things that would bring the Government picture 
into it. I have been a member for 30 years. They have always said 
we do not want any Government pinheads fooling with our business 

Mr. ANpreseN. We are having a rollcall on the floor. There are 
several other witnesses. I am just wondering if those witnesses would 
have prepared statements that they might like to submit for the 
record, or if they would prefer te come back again. I am not certain 
just at what time we could convene again. 

Do you have a suggestion to make on that, Mr, Elliott 4 

Mr. Exuiorr. Mr. Chairman, the pleasure of you gentlemen is our 
pleasure. 

Mr. Anpresen. We do not want to preclude anybody who has come 
a long distance from making a statement to the committee. 
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Mr. Exniorr. What I want to show here, Mr. Chairman, is that 
there are people interested in the thing that we are talking about. 
We have men here from about 6 or 7 States that are represented here. 

With your permission I would just introduce those gentlemen and 
have them tell you where they are from and if they think as we do. 

Mr. ANpresen. We would be very glad to do it that way, then we 
would not have to come back. 

Mr. Cooter. Mr. Chairman, may I ask a question. I agree with 
what the gentleman just said. We do not want the people to come 
great distances and feel they were not given sufficient time to present 
their views to the committee. 

I say that realizing the statement that you made about the difficulty 
you had in seeing Mr. Benson. It is not very difficult to see members 
of this committee and time is not so precious that we could not give 
these people the time that they need. If you are satisfied to have 
them identify themselves and submit their statements, if that is 
satisfactory to you gentlemen, I am sure it will be pleasing to the 
chairman and to the rest of us. 

Mr. Smrru. May I make a comment, Mr. Chairman, on what Mr. 
Cooley just said? 

Mr. AnpRESEN. Yes. 

Mr. Smiru. I have known Mr. Benson for a good many years and 
as an individual have quite a high regard for him individually. 1 
went to Salt Lake City with a prepared statement to meet with Mr. 
Benson. I want you to know that I humiliated myself in getting an 
opportunity to discuss that with him. I want to say that. 

Personally I like him. As Secretary of Agriculture he has treated 
our group very uncourteously. 

Mr. Anpresen. Senator, do you have some additional comments 
that you want to put in the record ? 

Mr. Surru. No, sir; I do not. I feel I have taken too much time 
already. 

Mr. Hitz. May I ask a question ? 

Mr. ANpDRESEN. Yes. 

Mr. Hutt. In the district where I live, in the South Platte Valley 
we have hundreds and hundreds of cattle and sheep fed every year 
Our cattlemen, in 1953—these are records—lost from $70 to $100 a 
head on fat steers that they marketed in the market during, shall I 
say, the last of February and March and April of 1953. 

Mr. Smrru. Yes, sir, and that was true in all of our feeding areas in 
Arizona, and in the Imperial Valley of California, many of them 
lost up to $100 a head. 

It wiped all the little feeders out entirely. 

Mr. au The way the tax laws are written, the Government has 
been taking the money away from these farmers and they did not 
have reserves. So as you say many of them went down the drain. 

Mr. Anpresen. I thank the gentleman from Colorado, but Colo- 
rado was not the only State. The same thing occurred in every State 
in the Union. 


Mr. Exuiorr. This is Mr. McDade from New Mexico 
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STATEMENT OF NOEL McDADE, OF NEW MEXICO 


Mr. AnpresEN. We are glad to have you, Mr. McDade. I am sorry 
that our time is up. 

Mr. McDaper. I will make it short. I want to answer one question 
that Mr. Taylor brought out, and that is in regard to the tax burden. 

When we bring this e xpense— 

Mr. AnpreseEN. I am sorry we hive to leave now. We have had our 
second bell. If you want to put a statement in the record we will be 
glad to have it. 

Mr. Hiww. And we will read it, too. I will guarantee it. 

Mr. McDapr. We will write it out. 

Mr. Anpresen. Mr. Elliott, do you want to introduce Mr. Munson ? 

Mr. Ex.izorr. | would like to start with Roy 1, from Oklahoma— 
Boise City, Okla. 

Mr. AnpRESEN. We are glad to have you here. 

Mr. Ex.aorr. Mr. Dave C. Turner, from Br adley Junction, Fla. 

Mr. Anpresen. We are glad to have you here, Mr. Turner. 

Mr. Exniorr. Mr. Joe Berg, from Panhandle, Tex. 

Mr. Anpresen. We are glad to have you with us. 

Mr. Exiorr. Mr. Murray E. Griffin, from Nunn, Colo. 

Mr. Hiri. From my own district ? 

Mr. Exuiorr. Yes, sir. 

Mr. Murlin Carter, from Syracuse, Kans., and Harold Munson, 
from Woodward, Okla. 

Mr. Anpresen. We are glad to have you gentlemen here. 

Mr. Elliott, we would very much like to have these gentlemen put 
in a brief written statement that you can send to the clerk of the 
committee, either subscribing to what you said or if they differ with 
you, we can put that in the record. 

(The documents referred to are as follows :) 





A SUPPLEMENT TO STATEMENTS FILED AND MADE BY REPRESENTATIVES OF THE 
UNITED LivesTOcK PRODUCERS ASSOCIATION, NOEL McDAbE, DIREcTOR 


As the drought conditions spread throughout the cattle-raising areas of the 
United States more and more cattle were forced on the market and when the 
supply exceeded the demand for killer cattle those in a position to do so im- 
mediately took advantage of this situation to force the price down. This de- 
cline in prices continued until all confidence in the future market was destroyed 
bringing on a major disaster to thousands of cattlemen. We feel that this 
serious condition could have been averted had price supports been placed under 
the various grades of cattle at the market place. There were hundreds of 
buyers who had the grass and who would have been glad to have bought the 
cattle at a fair price if they could have had any assurance that the prices would 
have been fair the following fall or winter. Without this assurance the buyers 
were afraid to invest and prices went so low that when the cattleman had to 
sell on acount of the continued drought he didn’t get enough out of his cattle 
to pay what he owed on them. Those who were able to hold on found that their 
equity in their cattle had been wiped out and what they had left would not sell 
for enough ot pay their indebtedness. 

If price supports could have been instituted this would have had an imme- 
diate stabilizing influence on the market, confidence would have been restored, 
the banks would have been more than glad to have extended credit to those 
buyers who had the grass and the man who had to sell his cattle would have 
received a fair price for them and paid his note at the bank and had money 
enough left to tide him over the drought and get back in the cattle business 
when normal conditions returned. Much of the $7 billion loss could have been 
saved. Mr. Jay Taylor testified that the loss to the cattlemen of this country 
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was $7 billion. It is ridiculous when we consider this tremendous loss to an 
industry so basic and of so much importance to our whole national economy 
when it could have been largely averted by placing price supports on the different 
grades of cattle at the markets and if necessary by the purchase of the com- 
paratively small surplus, if we had had any, by the Government. 

Mr. Taylor dwelled at some length in his testimony on the cost of the support 
program. I submit the following taken from an editorial in the August issue, 
1953, of the Progressive Farmer: 

“Let’s look at the balance sheet covering nearly 20 years of price supports to 
get the cost to the taxpayer. From 1933 to June 30, 1952, the total cost for all 
support programs was $1,049 million. Now a billion dollars is a lot of money 
anywhere, anytime. But when you divide it over 19 years, the annual cost has 
been about $55 million a year. And breaking down $55 million to each individual 
in the United States, it is only about 35 cents a person a year. That’s a pretty 
small price to pay for farm prosperity insurance—and for the degree of financial 
stability it has given the Nation as a whole.” 

Even when we consider that the 5 or 6 billion dollars the Government now 
has invested in surpluses went mostly into the pockets of the farmers and from 
there into the channels of trade in the purchase of vast quantities of consumer 
goods thereby benefiting the merchant, labor, professional people and practi- 
cally all others and that by these purchases the price of farm products has been 
held at a fair level bringing billions more into the channels of trade throughout 
the last 20 years and the billions of dollars the Government collected in taxes, 
we feel that after all the investment by the Government in these surpluses and 
the support prices it maintained under farm products was the best investment 
it could have made and the best program it could have followed to bring about 
national economic security. 

Respectfully submitted by Noel McDade in accordance with instructions from 
the chairman of the House Committee on Agriculture that such additional testi- 
mony would be admitted if presented in writing. 


Unitep LivesTocK PRODUCERS ASSOCIATION, 
Dathart, Tex., March 29, 1954. 
Mr. Georce L. Re, Jr., 
Clerk, House Committee on Agriculture, 
Washington, D. C.: 


As per our agreement with Mr. Andresen, chairman of the House committee 
hearing on livestock, March 24, 1954, and since our committee did not have time 
to present all of the facts in connection with our stand on price supports for 
cattle, it was agreed that we could file additional information on this subject. 

We are enclosing a copy of a statement by Mr. Asa Willis of Texline, Tex., as 
to the cost of producing a calf at this time. Also a letter from Mr. Bob C. Cooper 
of Omaha, Nebr., relative to the cattle situation in general and to the cost of 
feeding an animal in the feedlots. We are also enclosing a telegram we received 
in Washington, D. C., March 12, when we appeared before the Senate Committee 
on Agriculture, from Mr. E. T. Anderson of Emporia, Kans., giving his cost-per- 
pound gain for feeding cattle at this time. 

We would like very much for these statements to be included in our testimony 
at the hearing. 

Thanking you very much for your help while we were in Washington, and with 
kindest personal regards, 

Sincerely, 
Froyp 8. Exiort, 
Secretary-Treasurer. 


Bos C. Cooper & Son, 
Omaha, Nebr,, March 22, 1954. 
Mr. FLoyp 8S. Evuiort, 
Dathart, Ter 


Dear Sir: At the time Mr. Willis called me from Texas to appear on March 24 
lefore the Senate Agriculture Committee, I was a little hesitant to give him a 
definite reply until I had reviewed the text of your objectives. 

I have studied your script thoroughly since then and want to say I am very 
much in accord with it. I am sure we all agree the recent slump in cattle prices 
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is—just too many cattle. I can only see one good cause for this large buildup 
in eattle herds and that is—too many mother cows. 

The increase in these mother cows was brought on by including breeding herds 
in the capital-gains tax. Hundreds of western ranchers have increased their 
cowherds many time in the past 12 years. The primary reason was the saving 
on income taxes. All commercial feeds and fertilizers are deductible, so they 
had to pay very little tax and still increased many times the number of breeding 
cows on the ranches. 

There is no question but what we are overstocked with cows and to correct this 
oversupply of beef we must cut them down. 

I believe there could be something worked out to reimburse the rancher for 
his surplus cows and sell that beef on the world markets at whatever it will 
bring. Once the cow situation is corrected, | am sure the supply and demand will 
take care of itself. I think this could be accomplished without too much legis- 
lation and at a minimum expense to the taxpayer. 

We are only in the ranching business in a moderate way and have always run 
steers—never have taken advantage of any capital gain. 

Our primary operations are farming and feeding. We operate some 7,000 
acres of land and feed a good many thousand cattle each year on these farms. 

Two years ago, we purchased our feeding cattle from $22.50 to $31 per hundred- 
weight, and as every feeder knows, took quite a whipping. 

Last fall when we purchased our feeders, we, naturally, had that in mind, and 
paid from $15 to $18 per hundredweight with an average of about $17.50 per hun- 
dredweight laid into the feed lots on the farms; these cattle sold when fat at 
20 to 24 cents per pound. The average feed on these cattle was about 140 
days, and they weighed, at selling time, from 1,050 to 1,350 pounds and graded 
high choice with a small percent prime. On the average 800-pound steer, you 
ean make him grade choice in 120 days if he has fair confermation regardless 
of color; this excludes dairy types. 

Our average daily gains last year were 2% pounds per day at an average cost 
of 68 cents per day, or, approximately, 27 cents per pound. Breaking that down, 
it will look like this: 


Cents 

20 pounds corn at 2.6 cents per pound - 52. 00 
3% pounds hay at 1.3 cents per pound nethdata bid tis : 4.55 
1 pound 40 percent protein__....._.._..________ -_- 42 : 4. OO 
Yo pound mineral__________ Scdeet iqade tsetse OO), see SI iss . 50 
Interest at 4% percent_—____- : piers OOS d 2 1. 45 
I a eta on - done ’ ‘ ‘ 3. 00 
IN, Wis ee ina aatduietilet, OY LG ree see M2 1.50 
Repairs, etc____-_-- sehen aides adit bethbia it tLe . 1.00 
POP GRP censiecex ee uchaa Sis Said iat est fe 6S. 00 

i iti didi ttn cetaceans 27.2 cents average cost per pound 


I am sure in our locality, the above will apply quite generally to most of the 
feeders. In commercial feedlots where you pay quite a large daily supervision 
charge, it will run quite a little more. 

We have never gone into the farm program, never sealed any corn, and pur 
chase 500,000 bushels or more each year, besides what we raise. We are happy 
to pay $1.40 to $1.60 per bushel for this corn. We are for the farm program 
100 percent and follow to the letter the farm practice. We are cutting our corn 
acreage 17 percent this year. 

The best finished cattle I ever shipped were sold by the Bowles L. S. Commission 
Co. of Chicago in 1933 at $3.60 per hundredweight. They weighed 1,640 pounds 
and made 65.8 percent in the beef. The cattle were fed 9 months on 15-cent corn 
and $5 hay. I lost the original cattle and $10 per head besides. 

We must keep corn prices at $1.50 as corn is, more or less, the stabilizer of all 
meats. Cheap corn means more tonnage of meats, cheaper beef and pork on the 
hoof and cheaper prices for the range cattle. 

Bob C. Cooper & Son of Omaha, Nebr., appreciate everything that has and is 
being done for the farming and livestock industry and assure you of our whole 
hearted cooperation. 

Hope this letter is what you wanted, and am sorry I was unable to make the 
trip to Washington at this time. 

With best personal regards, I am, 

Sincerely yours, 


Bos C. Cooper 
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STATEMENT BY ASA WILLIS, TEXLINE, TEX. 


The cost of raising calves based on cows at $125 per head, grass $1.25 per acre, 
10 acres per cow, in good year. Eighty-five percent calf crop is normal. 
Assuming that 1 man can care for 500 cows at a salary of $225 per month; 
transportation cost for pickup or truck about the same. 
I will break this down on a cow-and-calf basis: 
Grass ; 
Labor and transportation___- 
Cake 2 pounds per day at 8 cents 
Expected death loss 2 percent 
Interest 
Taxes 
Depreciation- 
Salt and minerals 
Bull service Bon ae aa db teeerewe : 
Hay: 10 pounds per day; 120 days at $50 per ton 
Vaccine for calf 


. 50 
. 80 
oo 


25 
. 50 
. 00 
00 
. 00 
.00 
00 
. 20 


i 
hah feed fh 
ot 


“Il <2 bo 


GO te 


Total expense é Te od ademas | RT a 


Calf should weigh 350 pounds. Average net calf weight per cow, 295 
pounds, 


The above figures are arrived at by my last 3 years’ experience. 


EMPORIA, KANS. 
Asa WILLIs, 
Raleigh Hotel, Washington, D. C.: 

Ten hundred pound feeder steer purchased at Meade, Kans., $210. 

One hundred days’ feed at Emporia, Kans., $85. 

l'reight from Meade to Emporia and Emporia to Chicago, $15.34. 

Interest at 5 percent, $2.52. 
Selling expense at Chicago, $2.14. 
Total cost at Chicago, $315. 
Original weight of steer, 1,000 pounds. 
Gain in feedlot at Emporia, 300 pounds. 
1,300 pounds. 
Shrink in shipping to Chicago, 90 pounds. 
Selling weight at Chicago 1,210 pounds. 
If sold in Chicago at 24 cents per pound would lose $24.60 per head. 
Above is a true picture of the cost of producing choice steers at this time. 


ANDERSON CATTLE Co., INC., 
By BE. T. ANDERSON 


CATTLE PRODUCERS’ PRICE SUPPORT ASSOCIATION, 
Wauchula, Fla., March 4, 1954. 
Resolution to Congress of the United States, Washington, D. C. 

Whereas a very large number of cattlemen not only in the State of Florida, but 
all over the Nation have suffered heavy financial loss, not only through distress- 
ingly low prices received from sale of cattle, but flood disaster in south Florida, 
and severe droughts in a large number of other States: 

Therefore we hereby request that loans be made available to cattlemen and 
other livestock producers whereby money could be used to pay off all other pres- 
ent debts with additional provisions for operating capital for at least a 10-year 
period at 314 percent interest, to be repaid in 10 annual payments. Government 
to take first mortgage on land, cattle and all other available security. 

C. H. (SHac) Tayvor, Jr., 
Secretary. 
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Whereas it is difficult or impossible to secure long-term credit on breeding 
cattle herds; and 

Whereas such credit is badly needed due to drought and flood conditions and 
low cattle prices ; and 

Whereas the present long-term Government loans on livestock prohibit the 
payment of any present indebtedness from such loans: Therefore be it 

Resolved, That Congress make provision for long-term low-interest loans at no 
more than 314 percent interest, to be used to pay off existing debts and provide 
operating capital; be it further 

Resolved, That such loans be made available only to estalished cattlemen 
having producing herds. 

Copies to be sent to the president, vice president, and executive secretary of 
American National Cattlemen’s Association, the Secretary of Agriculture, and 
the entire congressional delegation from Florida. 

Resolution duly adopted by the board of directors of the Florida State Cattle- 
men's Association, convened in Kissimmee, Fla., this 6th day of March 1954. 

R. E_mo GrirFin, 
issistant Secretary 


Mr. Cootry. I have just one question. I understood him to say 
that these gentlemen whom he identified agree with the views that 
he expressed before the committee. 

Mr. Exuiorr. That is correct. 

Mr. Cootry. They support your views ? 

Mr. Exxiorr. If they do not agree with us, I would like to have 
them say so. 

Mr. McDape. Yes, sir. 

Mr. AnprEseNn. The record may so show. 

We stand adjourned until 10 o’clock tomorrow morning. 

(Whereupon, at 12:25 p. m. the committee was adjourned, to re- 
convene at 10:00 a.m. Thursday, March 25, 1954.) 
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THURSDAY, MARCH 25, 1954 


House or REPRESENTATIVES, 
CoMMITTEE ON AGRICULTURE, 
Washington, D. C. 

The committee met at 10 a. m. in the committee room of the House 
Committee on Agriculture, Hon. August H. Andresen (acting chair- 
man) presiding. 

Members present: Hon. August H. Andresen, William S. Hill, 
Charles B. Hoeven, Sid Simpson, Paul B. Dague, Harold O. Lovre, 
Page Belcher, Clifford G. Me Intire, James S. Golden, William R. Wil- 
liams, Robert D. Harrison, William C. W ampler, Harold D. Cooley, 
Watkins M. Abbitt, James G. Polk, W. M. (Don) Wheeler, Clark W. 
Thompson, Paul C. Jones, and A. 8S. Herlong, Jr. 

Mr. AnprEsen. The committee will come to order. We are meet- 
ing here this morning to resume consideration of farm legislation. 
We have one witness this morning, but before I recognize him I want 
to recognize my colleague, Mr. Dague, of Pennsylvania, who has a re 
quest. to make. 

Mr. Dacur. Mr. Chairman, I would like to ask for unanimous con 
sent to insert in that portion of the record which reflects the hearings 
on the dairy industry a statement of Mr. John York, of the Eastern 
Milk Producers Association. 

Mr. Anpresen. It will appear in the record, if there is no objection. 
It is so ordered. 

The witness this morning is Mr. M. W. Thatcher, of St. Paul. He 
represents the National Federation of Grain Cooperatives. 

Mr. Thatcher, we are very glad that you are here, and we will be 
pleased to hear from you. 

We like to start the hearings at 10 o’clock. The other members will 
be coming in shortly. You may take a chair and call your associates 
who are with you to sit alongside of you, if it is your desire to do so, 
and we will open the hearing. 


STATEMENT OF M. W. THATCHER, GENERAL MANAGER, FARMERS 
UNION GRAIN TERMINAL ASSOCIATION, ST. PAUL, MINN., AND 
PRESIDENT OF THE NATIONAL FEDERATION OF GRAIN COOP- 
ERATIVES, ACCOMPANIED BY ROY F. HENDRICKSON, EXECUTIVE 
SECRETARY, NATIONAL FEDERATION OF GRAIN COOPERATIVES 


(For additional data by Mr. Thatcher, see p. 3380.) 


Mr. THarcuer. Mr. Chairman, thank you for the opportunity you 
have extended to me to call here beside me witnesses whom I want to 
work with me, or at least refer to for some information. 


2129 
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This is Mr. Roy F. Hendrickson, the executive secretary of the 
National Federation of Grain Cooperatives. Would you please join 
me, Mr. Hendrickson ? 

Mr. Anpresen. Mr. Thatcher, do you have several other parties here 
with you, whom you would like to call on ? 

Mr. THarcuer. Yes, I should like to identify them. 

Mr. Anpresen. If you will, please. Do you have the names, for the 
clerk of the committee ? 

Mr. Tuatcuer. Yes, I have. 

Mr. Anpresen. So that the committee can be advised. 

Mr. THarcner. Yes, sir. I have men here with me from the 
Farmers Union Grain Terminal Association, which is a substantial 
cooperative grain marketing organization in the Central Northwest. 
They have sent here to join me in this hearing, to whatever extent we 
may have to call on them, some of their merchandising experts, 
so-called. They are recognized as men at the market place, as being 
outstanding in their field. 

Mr. G. P. Meyer, wheat merchandiser. 

Mr. J.C. Cook, wheat drum merchandiser. 

Mr. E. J. Barry, oats, corn, and soybeans merchandiser. 

Mr. James P. Sheridan, barley merchandiser. 

Mr. Fred Olson, flaxseed and rye merchandiser. 

Mr. H. B. Hellekson, supervisor of terminal elevators. 

Mr. Fred Currier, in charge of our large loan-support program. 

Mr. Wilfred E. Rumble, general counsel. 

All of these men are from the Twin Cities. That identifies them. 

Dr. Louis Bean, consultant on argricultural economics, who is on a 
retainer basis with our organization. 

Mr. Chairman, I am speaking particularly for the Farmers Union 
Grain Terminal Association and the Farmers Union Central 
Exchange, both large cooperative organizations operating in the Cen- 
tral Northwest States; particularly Wisconsin, North Dakota, South 
Dakota, Minnesota, and Montana. 

Most of the members of the National Federation of Grain Coopera- 
tives are supporting this. I should note exceptions I want to make in 
that respect. Our member in Ohio is an example of this. I do not 
speak for the regional member of Indiana or THhinois, or the GLF of 
New York. Their stockholders have indicated by resolution or other- 
wise that they are against flexible price supports. They believe that 
the present support prices should be continued until we know more 
about the matter we are discussing. 

Mr. Anpresen. Would you give the committee, for the benefit of 
the record, some information as to the size and area covered by your 
organization ? 

Mr. Tuarcuer. Yes. The organizations I speak for directly and in 
detail on this matter—authorized to do so by their stockholders and 
their directors—represent, as best we can figure, approximately 
300,000 farmers in the States of North and South Dakota, Wisconsin, 
Minnesota, Montana, and some in Wyoming. Their volume of busi- 
ness would average about $1 million a day in grain sales alone. 

We operate country elevators, country oil stations, subterminal ele- 
vators, terminal elevators, and have some oil wells, pipelines, and 
refineries. 


Pe NE ek A SPL Sir Op thw She ee SRE a pane APRA Eat 
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I do not want to clutter up the record with a lot of detail, if that 
answers your question. 

Mr. Anpresen. Your paritcular organization is one of the largest 
grain-marketing organizations in the country ¢ 

Mr. THarcuer. Since Canada now has a monopoly on the wheat 
and some of the other grains in marketing, and those large coopera 
tives are merely serving the program of the Government, it leaves the 
institution for which I serve as general manager as the largest grain 
marketing organization for farmers in the world. 

Mr. Anpresen. What portion of the grain crop is handled through 
your organization ¢ 

Mr. THatcuer. | think it is fair to say that in the Central North- 
west States we handle a quarter of the commercial crop. ‘That is par- 
ticularly true in wheat, barley, durum wheat, rye, flax, and oats. 

Minnesota has a substantial amount of corn and soybeans. I would 
not be in a emo to say what portion of that we handle, but I as- 
sume it is also 20 to 25 percent of that in the area to which I have 
referred. 

Mr. Anpresen. Do you have a prepared statement ¢ 

Mr. THarcuer. I have a prepared statement. 

Mr. AnpresEN. You may proceed with your statement. 

Mr. Tuarcuer. Mr. Chairman, this is a great ee to come be- 
fore your committee with respect to the matter before us and to try 
to represent that large group of farmers with which I have close asso- 
ciation, who are living i in extreme worry about the future of their agri- 
cultural operations, their business as farmers. 

I am not speaking, so far as I know, for any large commercial 
farmer, for the great big ones. We do have some of their business, 
but the men who farm 30 or 40 sections of land do not take the time to 
go to stockholders’ meetings of institutions such as I have referred to. 

In this Nation, according to the 1950 census, there are only 103,000 
farmers who have gross sales of $25,000 or over. That group is not of 
my immediate concern, though I have nothing against them. 

‘Before I read the prepared statement, in all fairness to you, to this 
committee and those who are now representing the Department of 
Agriculture in public speeches, to myself and our organizations, I 
want to state that this statement is prepared on certain assumptions. 
First, I assume the surpluses we now have will be with us, and prospec- 
tively will be increased in some other commodities, even if the Con- 
gress approves the set-aside, involving 500 million bushels of wheat 

Assuming all those surpluses and set-asides, I still stand on the state- 
ment. I am also assuming that we will have normal yields, that there 
will not be any great drought or any terrible thing happening. With 
those assumptions I stand on this statement and w ‘ill be glad to answer 
questions. 

The administration’s proposed changes in farm legislation reflect 
a conviction that farm prices are too high, that lower prices will pro- 
vide solutions for our farm problems. 

The administration’s farm program is essentially deflationary, de- 
pressing, and defeatist, and is bound to result in lowering farm income 
and cutting sharply the take-home pay of the people on the land. 

It is a great disappointment that after more than a year in office 
the administration has come up with a program that, except for the 
important set-aside—I want to add, in addition to my statement, that 
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that is extremely important and desirable—represents no significant 
improvement over the 1949 Farm Act. 

By lowering support prices and farm income, we are told that the 
administration believes we will be headed up the road to full parity 
prices and parity income for American agriculture. This promise is 
not based on fact because parity income cannot conceivably be attained 
by the program. 

Wheat farmers voted 86.7 percent last year for invoking marketing 
quotas on wheat. This, I think, was a demonstration that they are 
willing to reduce their production in line with demand, recognizing 
the change in world demand. They recognized that this meant less 
to sell, less income, but a stable support price at 90 percent of old 
parity. But despite that willingness on the part of farmers to cut 
production as necessary, while maintaining a stable price, the adminis- 
tration now proposes that support prices for wheat be lowered in two 
ways at the very worst time for such a reduction. 

The new parity formula would be put into effect, which would cut 
parity for wheat by 38 cents. I want to add there that I recognize 
that the administration’s program calls for a gradual reduction of 
the old parity and moving into the new, but that is only a matter of 
2 or 3 years of cutting off the tail until the tail is all gone. Effectively 
and soon in terms of time we would realize that this 38 cents has been 
cut from the parity price. Then flexible supports would be used, 
flexing the support prices as low as 75 percent of new parity. And 
this would be done at a time when income would necessarily be cut 
because fewer bushels would be sold as production was limited. 

Here is the breakdown : 

(1) The loss to farmers from cutting production, which they believe 
is necessary, is at least $450 million a year. That is with respect to 
wheat. That is serious, but it may be necessary. 

(2) Cutting the parity formula will cost them $350 million a yea 

(3) The flexing program will cost them at least $300 million a year. 

Again, I want to state these figures were based on the assumptions 
I made and took into account in my opening remarks. 

Only one of these triple losses, which add up to more than $1 billion 
a year, is conceivably necessary, the first. The losses from cutting 
parity and reducing supports, or about $650 million, are not necessary. 

For producers of all commodities the total cut will be much higher, 
so high that American agriculture will be deeply, seriously hurt, with 
parity further from attainment than before. 

It seems to me that the program reflects a lack of courage, a shortage 
of imagination, and a disregard for the bad effects on our national 
economy of a depressed agriculture. Secretary Benson should be in- 
structed to try again or to step aside and let someone else try who will 
take more ser riously the pledges made in the 1952 campaign. Promises, 
seriously made and seriously taken in that campaign, are a matter of 
record at Kasson. Minn.; Brookings, S. Dak.; and Fargo, N. Dak. 

This is what General Eisenhower said, and meant, at Brookings, 
S. Dak., on October 4, 1952: 


The Republican Party is pledged to the sustaining of the 90 percent price sup- 
port and it is pledged even more than that to helping the farmer obtain his full 
parity, 100 percent parity, with the guarante in the price supports of 90 percent. 


That is clear. isn’t it ? 
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Meantime, we should continue, until a new program can be de- 
veloped, the present support levels for basic commodities for 2 years 
and continue the old parity formula. 

A new program can be developed that will include improvements 
which will maintain rather than tear down farm prices and income. 

Here are areas the new program should explore in detail: 

1. A new parity formula that would be fair and equitable. ‘The 
modernized parity formula is neither. 

2. Secretary Benson has been critical of some big checks represent- 
ing benefits under the support program. But like so much of his criti- 
cism, instead of offering amendatory legislation addressed specifically 
to this matter, he argues for reducing supports for all farmers, large 
and small. The whole program, affecting more than 3 million farmers, 
need not be sacrificed. Why not employ the principle of graduated 
payments used in the Sugar Act which he and nearly everyone else sup- 
yorts? As a matter of fact, many of the features of the Sugar Act could 
. employed advantageously for other commodities. 

A clear-cut conservation program for storing up productivity for 
the future, when it is certain to be needed, with the substantial financial 
appropriations needed to put it into effect. 

4. A definite, substantial program, instead of promises to increase 
consumption of food needed by low-income groups. 

A program of cooperation with other countries troubled with sur- 
pluses. In the case of wheat, for example, Canada, Australia, and 
other countries should be encouraged to join with us in a program to 
stimulate consumption in the hungry areas of the world where the 
spread of communism is a major threat 

6. At long last, let us get a ae. definition of parity income for 
agriculture. Then, let us establish such devices as are necessary to as- 
sure it. 

7. We should reexamine the premise, which is not sound or founded 
on historic fact, that cutting prices is necessary to correct farm sur- 
pluses. The fact is that our farm history is replete with instances 
where lower prices forced farmers to increase production. Price is 
important, but the disposition to tinker with prices must. be curtailed 
as the principal method for cutting production. Surpluses can de- 
velop. may in fact develop more -apidly, at lower support levels. 

‘an have a forward-looking program, a greatly improved pro- 
gram. The responsibility of this committee. of Congress and the 
administration, is a very serious and difficult one. 

It is obvious that increasingly we are living in a legislated economy. 

Farmers find that increasingly the prices of the materials, machin- 
ery, Services, and supplies they require for production and living are 
not subject to bargaining. Instead, these prices are the byproducts 
of rules, regulations, tariffs, labor laws, tax policies, interest rates, 
Government spending and other policies of Government. 

Caught in a price-cost squeeze, and lacking bargaining power, 
farmers require legislative protection. The farm legislation ham- 
mered out over the years has been invaluable in this connection. For 
the commodities where producers are willing to adjust production 
as needed, and this includes wheat, the programs have helped prices, 
have provided orderly marketing, and have greatly increased income. 
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The Nation’s economy increasingly requires a healthy and a pros- 
perous agriculture. Great damage to the Nation as a whole can be 
done by cutting back the programs we have that have worked well. 

The surpluses we have can be managed without turning back to 
the hardship and anarchy of the past. Until we get the intelligent 
and needed solutions that are obtainable, we should not move back- 
ward, defeated and afraid. 

Let us keep the programs we have for at least 2 years. This will 
protect farm income not from decline but from reductions that are 
not justified. Competent people should be able to work out an ade- 
quate program in 2 years in the interest of consumers, the taxpayers, 
and even the farmer himself. 

That is the end of my formal statement. 

Mr. Anpresen. We thank you, Mr. Thatcher, for your statement. 
Now, would you prefer to answer questions from the committee before 
you call on your experts 4 

Mr. ‘Tuarcuer. Well, Mr. Chairman, maybe the questions will call 
for the experts. 

Mr. Anpresen. All right. Mr. Hill? 

Mr. Hitz. Mr. Thatcher, I would like to ask, as a first question, 
that you give this committee your experience on this. 

[ am sorry all of the members are not here this morning, but that 
is not all their fault. I had a tough time coming myself, because I 
have somewhere else I have to go to give testimony on a certain piece 
of legislation which I think is important. 

I think for the enlightenment of this committee you should tell us 
your experience in the ‘field of wheat and in marketing, so that we will 
all have that background. Some of us know, but just give us a little 
history and background to show why you know something about this 
wheat problem. 

Mr. Danmlenen Congressman Hill, I recognize the difficulties you 
men have in meeting all your assignments and requirements. I did 
give for the record, at the suggestion of the Chairman, the people I 
represent, the size of the institutions, and so forth. 

I think particularly I could say we are by a considerable margin 
the largest organization in this country marketing wheat for farmers 
at primary markets. Essentially, in the area in which we operate, the 
grain is grown in the Central Northwest States and then we market 
all over this countr y, and some of it goes into export, some through the 
hands of the Government, from the wheat we pick up from the farmers 
in that area. We have a very substantial outlet of wheat on the Pacific 
coast which is also involved. But the bulk of it is cleared through the 
largest cash grain market today in the world: Minneapolis and 
Duluth. 

We have been closely identified with this field of endeavor for close 
to 40 years. For the past 16 years I have been managing the business 
affairs of the Farmers Union Grain Terminal Association, which is 
the large marketing organization to which I have referred. 

Since we market more wheat in the primary market than any of the 
rest—bread wheat and durum wheat—naturally we feel quite familiar 
with the production and distribution of wheat. We are familiar with 
the effects of the support program. We are familiar with it hour by 
hour, day by day, as to operations in the cash grain market and 
futures market for wheat. 
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We are familiar with the uses of the types of wheat we produce. 
We operate a line of 157 country elevators, and finance and service 
nearly 500 local cooperative grain elevators, and we operate subtermi- 
nal elevators and terminal elevators at Minneapolis, St. Paul, and 
Superior, Wis. 

Does that answer your question, Congressman Hill / 

Mr. Hitz. That is the idea or the thought I wished to bring out. 

In your experience over the 16 years you feel you are able to speak 
from a standpoint of authority as to what we should do, especially 
in wheat ¢ 

Mr. THarcuer. The experience goes back further than that. It 
even goes back to the base period of 1900-14, when on the other side of 
the river, as a buyer of wheat and feed grains and processed wheat for 
flour and feed, I had 5 years on the so-called private property side of 
this business. 

Then later, in the latter part of the 1920’s, and up until the time | 
came to Washington to live, in the spring of 1932, I was solely engaged 
in directing the cooperative market activities in that area, in those 
years. 

I think it is probably fair to say I have had 25 or 30 years experi- 
ence in the field which we are talking about. 

It is from my studies in this and other fields that I have come to 
these conclusions. I have studied agricultural economics, particularly 
grain distribution. There has been constant discussion with boards of 
directors of these cooperatives, speaking over the western part of the 
United States, from Texas to Canada, where the surplus grains are 
grown, and from Wisconsin out to the Pacific Northwest. There have 
been meetings with farmers, where these questions have been discussed. 
There have been discussions with economists, agricultural economists 
in particular. And I hope I have some general understanding of the 
way our capitalistic economy works. 

I should be happy to discuss those conclusions at any length the 
committee wants to engage in. 

Mr. Hinz. Let me ask you some questions on your statement, and 
then I will be finished. I do not want to take too much time myself. 

I notice you say on page 1 that 86.7 percent of the farmers voted 
for marketing quotas. Is it your opinion that if we should put it up 
to the wheat farmers, whom we are talking about, that you would get 
a large vote on just this question alone: Will you support marketing 
quotas ? 

That is not with regard to acreage. Is it your opinion from the 
information you have gathered from these growers that they would 
support straight marketing quotas and cut down the marke ‘ting per 
centagewise if we asked them to as a government ? 

Mr. Tuarcner. It is my judgment—and I am confident of this 
judgment—that if we offer to the wheat producers of this country a 
program of 90 percent of at least the present parity price, nothing 
lower than 90 percent of that, they by an overwhelming margin 
more than the two-thirds—will vote for that program in an effort to 
bring supply and demand into closer relationship and help bail the 
Nation out of this surplus position in which it now finds itself. 

Mr. Huw. Are you in any position to say what percentage of cut the 
farmers, the wheat growers, should support? I ask that question 
because, after all, we have to sell a farm program to the consumers. 
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More consumers every year live in the cities. They become straight 
consumers and not producers. 

Mr. THatoner. Se my judgment we should have followed the law 
and gone right to the 55 million acres and stayed by it until we licked 
this thing. 

Mr. Hit. I sat in on that conference, as to that cut, and I do not 
mind telling you stories out of school. Our conference group over 
here was not too happy about that cut. 

I know why I felt sort of shaky about reducing the wheat acreage ; 
because I am one of the peculiar Members of this House who insists 
this drought is increasing in intensity and in area. I still stand on 
that statement this morning, even though the morning paper says it 
has rained down in the Southwest. I still think we are in a cycle of 
dry years. 

Consequently, I thought we should have had over 60 million acres, 
because Mother Nature still controls the crops. I cannot see how you 
can continue to get 35 or 45 bushels an acre on this dry land wheat in 
the years and years aaah 

Once in my lifetime I have seen it. What have I seen? I have 
seen the price of wheat very high, and then Mother Nature says to the 
wheat farmer, “You have been a pretty good boy. I will see that 
you get the best crop you have ever had.” 

A nephew of mine has been operating a wheat farm all of his life, 
and he got 45 bushels an acre in 1953 on all the acres he planted. He 
cannot expect to continue that. He does not expect it. Why should 
I stand for the cut to 55 millions acres, when reason indicates we 
should expect years of short production ? 

Mr. Tuarcner. As a business proposition I feel it is improvident 
to produce anything the consumers do not want. That is the first 
thing. 

Mr. Hn. That is right. The butter people are finding that out 
right now. 

Mr. Tuarcuer. Do not get me over onto butter, or there will be a 
“tangeroo.” I think the treatment the butter people are getting is 
unconscionable. 

Mr. Hi. I beg your pardon for mentioning it. 

Mr. Tuarcuer. I am happy to note by the papers that the butter 
people are disturbed and are joining us on this front of not having 
agriculture unnecessarily disrupted. 

We have a problem of getting supply under control and somewhat 
in relation to world and domestic needs. 

I am no part of the administration. I am just a fellow out in 
St. Paul. I have been in no consultation with the Secretary of Agri- 
culture on any of these cases. All I know about it is hearsay. 

I think we are substantial institutions in marketing grain for 
farmers. But the wheat farmers and other farmers had better get 
busy fast and stop this program of selling the taxpayers and the con- 
sumers of this country on what a worthless, no-good: farm program 
we have. We had better stop that just as quickly : as we can and make 
any adjustments necessary so that we do not lose the farmer’s place 
before the committees and the Congress of the United States and be 
left to the mercies of the free market place; because these farmers 
simply cannot live in an economy which is so highly legislated in favor 
of others and pay their prices with the surplus vedthectiie going in 
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the market place, to take what it will offer, and stay on the farms. Ii 
just cannot be done. 

Mr. Huu. Then you think if we had cut wheat down to 55 million 
acres, after the wheatgrowers had realized and understood what we 
were trying to do they - would have fallen in line with the suggestion ¢ 

Mr. Tuarcuer. They would have had to be told what they have 
learned in the last 8 months. 

Mr. Huw. Let us get on to another tough question for me. How 
about the two-price system on wheat, especially on the sale to foreign 
countries? What is your idea on that ? 

Mr. Tuatcuer. I think it just cannot be justified. 

Mr. Huu. How would you keep us in the foreign market on wheat ? 

Mr. Tuarcuer. Wheat is the most important one; we all agree to 
that. Weare talking about grains now. 

I cannot discuss cotton, because that is clear out of my line. I am 
not familiar with it. 

But in the field of wheat the five large wheat-producing areas of 
which we have record are involved. China does not keep records. 
They have never been available to us through all the years. We have 
never known what wheat production was in China. I have never seen 
any reliable figures for that. 

Historically, the surplus wheat is raised in the countries that are 
now behind the Iron Curtain, Argentina, Canada, Australia, and the 
United States. That is historically where the surpluses have come 
from. 

We have an International Wheat Agreement. That takes into ac 
count the wheat of Australia, Canada, and the United States, to the 
extent that that wheat agreement is in effect, and it is very important 
to the wheat producers and the economy of this country that so far as 
we can we continue to have these international agreements with respect 
to marketing surplus products. 

But outside of the wheat agreement we sit here in a position, with 
the Federal Government of the United States largely in control of the 
surplus, unable to move out into the world’s markets and find new 
markets and fight for those markets, without being obliged to get into 
a price war with Canada, Argentina, and Australia. 

Those three countries—Argentina and Canada and Australia—so 
far as wheat distribution is concerned are complete monopolies. The 
Canadian Wheat Board has a complete monopoly on all wheat distri- 
bution in the Provinces. They can make the price anything they want 
any day they want to. 

No matter what this Government might do, through the Department 
of Agriculture, through its C ommodity Credit C orporation, and no 
matter what price it might offer the wheat for, all Canada has to do 
is to pick up the telephone and cut it acent. We do not have such an 
operation here. 

We have what I would call a very clumsy and inoperative mecha- 
nism to deal with that kind of competition in the onl market. We 
are constantly afraid in this country that we are going to offend our 
neighbors and allies. I think that is all right. But with respect to 
agricultural matters, they are largely handled, so far as foreign trade 
is concerned, through the State Department. 

This is an experience we have had in the previous administration, 
and this administration, when we come to invoking section 22: That 
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the Members of Congress properly put in our agricultural laws section 
22. It is clear what the purpose was. But try to get action under 
section 22 and you will be in for a long road and a very long road. 

I have been trying to get action, and my associates have been trying 
to get action, in this matter of unneeded imports of agricultural com- 
modities for about 21% years. 

I should like to add right there that in the last few years we have 
had imports from Canada of rye, barley, oats, feed wheat equivalent 
in acres to all the wheat acreage you are going to take out next year; 
in just the last few years. 

I am all for having friendly relations, but those are the imports 
we have had. 

Further than that, the weight of those imported supplies is on our 

cash market; and, of course, so far as the feed grains are concerned, 
as to the oats and barley and feed wheat which came in, it isa substitu- 
tion for ours. It is an addition to ours and ends up finally in the 
hands of the Commodity Credit Corporation, indirectly, of course. 

(Juantitatively those varied imports are now in the hands of the 
Commodity Credit Corporation and are increasingly going to be so, 
and we are out on a campaign to build new storage. I think you will 
find that the Department of Agriculture, of necessity, because of lack 
of storage, is now going to buy steel bins to accommodate another 100 
million bushels of grains, which will be less than half of the imports 
we have had from Canada in the last 20 months. From July 1, 1948, 
through March 17, 1954, we have imported 465 million bushels of grain. 

Mr. Lovre. Will the gentleman yield there ? 

Mr. Hix. No; let us not get off this subject. Let us stay on this 
point. 

Let us be fair to the present administration. You cannot charge 
that to the present administration. You are not trying to do that, I 
know. 

Mr. Tuarcuer. I stated in my testimony that for 214 years we have 
been trying to get this done. 

Mr. Hitz. That is right. 

Mr. TuHatcuer. Now, this administration has moved, or the Depart- 
ment of Agriculture has moved quite some time ago, first on oats. That 
went through the channels, which you all know. It went before the 
Tariff Commission and there was a recommendation to the President. 
While it was before him or while it was waiting for his consideration 
Canada became excited and offered to limit shipments of oats, to keep 
their exports of oats into this country under 40 million, or whatever 
it was, up to Ooctober 1, 1954. 

So the only reason that section 22 is not operative at this moment 
on oats is because we want to maintain friendly relationships, which, 
of course, are desirable, with Canada. That is not concluded. 

With respect to rye, that is a deficit crop in these United States. I 
think it is the lowest priced of all other grains we support. The lowest 
price is on rye, which is a deficit crop. The reason it is low is because 
of the extremely large, substantial amount of rye that is shipped into 
this country from C anada. 

Mr. Hux. We could produce this rye, could we not, if we really cut 
our acreage of wheat and increased the rye? 
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Mr. Tuarcuer. Yes. If the policy of this Government were to 
permit the supply and demand to w ork in the case of rye, exc luding 
foreign dumping here. 

Mr. rete Mr. Andresen has a question, I believe. 

Mr. Anpresen. I would just like to get a further explanation from 
you on ‘this importing of grain. I believe you indicated that some of 
it had passed into the hands of the Commodity Credit Corporation, 
either under loan or under purchase. 

Mr. Tuarcuer. Pardon me just a minute. 

Mr. ANDREsEN. Yes. 

Mr. THarcuer. To the extent that these Canadian feed grains dis- 
place, because of their competitive price. 

Mr. Anpresen. I agree with you on that. I was wondering if you 
had any evidence to show that some of the imported grain actus wally got 
into the hands of the Commodity Credit Corporation. 

Mr. Tuatcuer. Well, feed is feed in the United States. It does not 
make any difference whether it is raised in North Dakota, Minnesota, 
or Canada. When it is finally dumped into the total hopper of supply 


you cannot separate it. 


You cannot separate five-dollar bills. Feed grain is feed grain. 
The fact is we have a surpuls now of feed grain which would have been 
less of a surplus to the extent we had not received these grains from 
Canada. 

I hope that is an answer. 

Mr. Hitt. Now I will yield to Mr. Lovre. 

Mr. Lovre. How much rye was imported into this country from 

Canada from July 1, 1953, to January 1, 1954? 

Mr. Tuarcner. Mr. Hendrickson, have you those figures ? 

Mr. Henprickson. Yes. As a matter of fact, I can give you the 
figure from July 1, 1953, to March 10, 1954. I checked it just this 
morning up to March 10, 1954. 

We brought into this ‘country 12,979,000 bushels, compared with the 
year before, July 1, 1952, until March 12, of 1953, when we brought in 
2,336,000 bushels. That is a rate of somewhere around 5 or 6 to 1. 

I hope } you will note this figure, because I think it is very important: 
We brought in 12,979,000 bushels from July 1 last until March 10 of 
this year, , and that compares with our total production of a little over 
19 million bushels for the year last year. 

Mr. Tuarcuer. Our requirements run about 25 million to 30 mil- 
lion bushels a year, but our people are discouraged, of course, from 
producing rye ‘when they have more attractive commodities to pro- 
duce, such as wheat and corn and so forth. 

Mr. Lovrer. If I remember correctly, the Commodity Credit Cor- 
poration suffered a loss on supporting rye for the period from July 
1, 1953, to January 1, 1954; is that correct i 

Mr. Henprickson. The loss is not realized yet, because they have 
a substantial amount of money out in the form of loans. There is 
every probability that there will be a larger takeover when the loans 
are called, when the redemption period comes to an end, which is 
about May 1. It probably will be somewhat larger than they have 
ever had before. 

I would not say that it is a realized loss at this moment, but it is 
very likely to be a loss. Of course, we do not know. It will go into 
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the hands of Commodity Credit Corporation. Whether they lose on 
it or not remains to be seen after May 1 

In that connection, the Department of Agricunlture did ask for 
hearings, and the Tariff Commission did hold hearings in January 
on rye imports. There is pending action. The Department recom- 
mended a quota on imports of rye on an annual basis of about 3.3 
million bushels, as I recall the figure. 

Mr. Hitt. Now let us get back to what we were talking about on 
wheat. 

It is your idea, then, that one of the first things we should do to 
assist in this marketing of our surplus wheat abroad would be to be 
more strict in the interpretation and carrying out of section 22, so that 
we would not have this competing grain coming in here to affect our 
market ¢ 

Mr. THarcuer. In answer to that question I would say “Yes.” I 
think it is a matter of simple economics and a matter of simple justice 
to the farmers and the taxpayers that we do not carry on support 
prices and price supports for Australia and Argentina and Canada. 
I just do not think it makes sense. 

In addition to that, to the extent that these imports contribute to 
the total feed supply—as well as rye—then to that extent the surplus 
is increased, and, of course, those surpluses fall into the hands of the 
Commodity Credit Corporation to go into storage, and are increased 
to the extent that these foreign feed grains come into this country. 
That is as clear as ABC. 

Mr. Hitt. I agree on that, and this committee has that information. 

Mr. TuHarcuer. Now, let us put teeth into this thing. In the next 
bill, if we can, if we can get it by the State Department, let us put teeth 
into it. 

Mr. Hiit. How are you going to put teeth into it when this com- 
mittee works and labors just as hard as it can, as it has, and then the 
men who carry it out from the executive department do not do the 
job? I want you to tell me just how we can do that. I would like 
to hear it. 

Mr. THarcuer. Establish import quotas, like you have for wheat 
and sugar. 

Mr. Hux. Of course, when you talk about sugar I may say that I live 
in a heavy sugar beet producing area. 

Mr. THATCHER. Congratulations on your program. 

Mr. Hitt. We have one man whom we make responsible for getting 
together with the rest of the world, regardless of elsther you like it or 
not. 

Mr. Tuarcuer. I do like the sugar program. 

Mr. Hu. Now, that brings me up to the next question. Is it your 
idea that we could take Canada and Australia and the Argentine and 
ourselves ; I believe you mentioned five altogether. Australia, Canada, 
Argentina, and the United States are only { four. 

Is it your idea we can take these four countries and pool our surplus 
of wheat together and sell it out to the world percentagewise out of the 
surplus that existed ? 

Mr. Tuatcuer. A businessman would say, “Now, listen, fellows: If 
you think you are just going to sit here on the side and clip me a half 
cent——” 

Mr. Hutz. That is what they are doing to us, the taxpayers. 
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Mr. THatcHer (continuing). “You are crazy. If it is a price war, 
look out for me. Lam coming in with you.” 

I would tell Canada, I would tell Australia, and I would tell Argen- 
tina, “This is the sensible, intelligent way to do it. If you will not co- 
operate with us, this is what we are going to do.” 

Mr. Hixi. You are familiar with the Wheat Agreement we have. 
We know what Canada did in 1953. 

We lost nearly all of our wheat exports. I think theirs went up 3 
times; they multiplied their wheat exports 3 times; is that correct ? 

Mr. Tuatcuer. I do not think it was that much. 

Mr. Hitz, In 1953. 

Mr. Tuatcuer. It was not that much. 

Mr. Henpricxson. I do not believe it was that much. 

Mr. Hitt. I know I saw the figures. 

Mr. Tuatcuer. But Great Britain refused to sign it, as an import- 
ing country. 

Mr. Hitt. She wanted to buy where she could buy the cheapest. 

Mr. Tuatcuer. I do not know why in the world, with all of the 
business we are doing with England, there is not somebody with starch 
enough in his shirt and gumption enough to stand up and talk to 
them. 

Mr. Hut. I had just one other question. I know your friends heard 
me yesterday to such an extent that the chairman threatened to throw 
me out, and he is a peaceful man. 

Mr. THATCHER. For the last few years we have tried to get action in 
this regard. 

Mr. Anpresen. Mr. Thatcher, would you then recommend the 
strengthening of section 22 so as to make certain provisions mandatory 
and require the administrative officer to carry out those mandatory 
provisions ? 

Mr. Tuatcuer. I certainly would, and I would put import quotas on 
these grains, just as we have with bread wheat. Now Canada can only 
ship into this country 800,000 bushels of wheat. 

Mr. Anpresen. That is under a quota. 

Mr. Tuatcuer. That is under a letter, as a matter of fact; is that 
not right ? 

Mr. Henprickson. It is under a presidential quota, under section 
22. 

Mr. Anpresen. It is established. 

Mr. Tuarcuer. That is right. It is under section 22. 

Mr. Anpresen. I have had some experience, both with section 22 
and, if you will recollect, the famous section 104 of the Defense Pro- 
duction Act, where I had to resort to that about 3 or 4 years ago be- 
cause of the unwillingness of the then administration to go along and 
use section 22 properly. 

Mr. Tuatcuer. I supported you in every way. 

Mr. Anpresen. I think you did. 

Mr. Tuatcuer. I know I did. 

Mr. Anpresen. You wanted to get in on it. I donot blame you for 
that. 

But I did not want to mix cheese and wheat together. Maybe it 
would be a good thing if they were mixed together. 

There is one difficulty we are having today, and I am very frank to 
admit it, and that is that we are still dealing with some of the same 
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“free traders” now as we dealt with back 3 or 4 years ago. I have no 
hesitancy in talking to these same men, whom I have been talking to 
for 10 or 12 years. They are still being carried on the payroll ‘and 
administering policies. 

Mr. Tuarcuer. I want to confine my remarks to the matter of sup- 
port prices, surpluses, and what happens. 

Mr. Anpresen. You can do that. 

Mr. Tuatcuer. It does not make sense to be afraid to do something 
about these Canadian imports, when the newspapers and magazines 
and radio commentators and the Secretary of Agriculture and some 
of his assistants are out on a campaign in this country to tell what a 
terrible position we are in in trying to protect the farmers because of 
these great surpluses. 

Mr. Anpresen. Well, I read the Winnipeg and Toronto papers, and 
I am pretty well posted on the campaign which is conducted from 
foreign countries, where the reciprocity we talk about in trade only 
works one way and we are the ones who reciprocate. 

Now, I did want to ask you about section 22, because of the draft- 
ing of the new bill. 

Mr. Tuarcner. May I interrupt you, Mr. Chairman? 

Mr. Anpresen. Yes. 

Mr. Tuarcuer. One thing comes tomy mind. I want to show you 
the unfairness of this in our dealings between this country and Can- 
ada. This is just one illustration. There are many, but this one is an 
outstanding one and it is so shocking one will not forget it. 

It takes in the making of a barrel of beer about a bushel of malting 
barley. A bushel of m: ialting barley to a barrel of beer is the ratio. 
To bring in a bushel of m: alting barley from Canada the tariff is 71/4 
cents a bushe 1. But with a barrel of bee r, which is the equivalent, I 
think it is $3.83. 

Mr. Henprickson. $3.8714 

Mr. THatrcuer. $3.8714. I think that is something to remember. 

Mr. Anpresen. Did we not have a duty on barley of 15 cents a 
bushel ? 

Mr. TuHarcuer. Once upon a time we did. 

Mr. Henprickson. That was the original tariff under the Smoot- 
Hawley Tariff Act. Under the reciprocal agreements the import duty 
has been cut exactly in half, which is true of the other grains, too. 

Mr. Anpresen. Who cut it in half? 

Mr. TuHarcuer. The Congress. 

Mr. Anpresen. Who? 

Mr. Tuatcuer. The Congress. 

Mr. Anpresen. The Congress never did anything like that. 

Mr. Trarcuer. You mean the President? 

Mr. Anpresen. Yes. When was it cut? Who cut it? Who was 
the President ? 

Mr. Henpricxson. It was cut in the late 1930’s by the administra 
tion then existing pursuant to authority given under the Revipsoeal 

Trade Agreements Act. 

Mr. Tuatcuer. That is right. 


Mr. Anpresen. But it was discretionary with the President, and it 


was President Roosevelt who cut it; is that not right? 
Mr. Tuatcner. That is right. 
Mr. Henprickson. That is right. 
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Mr. AnpresEN. Let us not try to hide behind the bush on that. Let 
us call a spade a spade if we are all talking the same language here. 

Mr. Tuarcuer. That is right. 

Mr. ANpRESEN. Mr. Hill? 

Mr. Huw. Mr. Thatcher, on page 4, your No. 6, you make a very 
interesting suggestion, to me at least, and one which I have cried about. 
That is why they almost threw me out yesterday. 

You say you would like to have us find a tangible definition of parity 
income for agriculture. Speaking as one member, I think this com- 
mittee would “be happy if we never heard the words “sliding scale” or 
“variable scale” or “parity” until after we get our legislation written, 
because parity means everything to everybody and nothing to most 
people. Very few people understand anything about it. It just 
means high prices to the consumers, and to the produc ers it means a 
lower price. 

What kind of parity do you mean when you talk about a tangible 
definition? That is a good word, “tangible.” What do you suggest 
we do, or anyone else, on parity? W hat are you going to do? 

Mr. THarcuer. Write one that is perfectly cle: ar and understandable 
to everybody. 

Mr. Hitz. Would you be able to have your ex ‘pe rts sit down and give 
me a good definition of that, and write it in here ¢ 

Mr. TuHatcuer. We would be very happy to. 

Mr. Hit. The only article I ever read that was worth reading on 
parity was written by the man sitting on your left, Mr. Roy Hen- 
drickson. He was more informed on that than I think anyone else. 

Why can’t we define parity? I want to know why. 

Mr. Trarcuer. I am terrifically interested that some intelligent 
people will develop that, if we have to have a new parity formula ; 
and let us assume we do. 

Mr. Hiux. I think you are on safe grounds. 

Mr. TuatcHer. Let us assume we do have to have a new parity 
formula for computing parity prices. 

Mr. Hit. Yes. 

Mr. ‘Tnarcner. The one we now have is absolutely indefensible 
when you apply it to all commodities. I think no doubt with some 
commodities it 1s fair, or maybe more than fair. I do not know about 
that, but I know it is indefensible as regards wheat and corn and oats 
and barley 

Mr. Hitz. Do not forget meat and livestock. It is absolutely inde- 
fensible there, because if you were feeding United States choice beef 
today and selling it you would have to sell it at parity at around 22 
cents. Every feeder in the United States would go broke trying to 
fatten a steer and make United States choice at $22 a hundred. 

Mr. Tuarcuer. I hope I am not understood as one who is now here 
defending the present parity, what they call the modernized parity 
formula. 

Mr. Anpresen. Do you have any suggestions as to the amendment 
of the parity formula that was adopted in 1949? 

Mr. Tuarcner. Not until we have made a complete study of the 
costs and relationships. 

In that regard, I have tried for 3 straight years to get the kind of 
information I think we ought to have in order to determine that and 
settle that question. Particularly I have tried to get it from the ugri- 
cultural colleges of Minnesota, North Dakota, South Dakota, and 
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Montana. They are great institutions; I do not want to be misunder- 
stood about that. They are great institutions and have made great 
contributions. But they are essentially concerned with improved 
farming production, cheaper production, and so forth; all of which 
I support. However, they are absolutely lacking in the information 
we need to have and to study before we can determine what is the 
kind of a parity formula to use for the different commodities; be- 
cause they all do not fit one formula. That I can assure you. Cer- 
tainly a formula for onions would not fit one for wheat 

Mr. Anpresen. We are going to write a general farm law here 
within the course of the next 60 days. Of course we would like to 
have the benefit of your suggestions as to changing the parity formula. 

Mr. THarcuer. My suggestion here is that you keep what we have 
until we know what we ought todo. That is my suggestion. Granted, 
of course, that we ought to cut production. 

Mr. Hitz. Now wait a minute. This present parity is so unfair on 
some articles that it is just unworkable in my book, to my way of look- 
ing at it. 

Mr. Trarcuer. Those you know about you can change. 

Mr. Hi. Change them now ? 

Mr. THATCHER. Surely . For those you know about. But I know for 
years with respect to the commodities that I am particularly speaking 
of, the feed grains, that the modernized parity is not fair to those com- 
modities. That I know. It is very simple. 

If you take commodities which are constantly at a lower average 
level than some of the others, as time goes on and you use them, take the 
total and then divide them back again, you know that those in the lower 
level are going to constantly be degr aded. That you know. That is il- 
lustrated beautifully with wheat 

My secretary one day asked me about that. She said, “Tell me in 
language I can understand what this is, on this modernized version.” 

I said, “It is very simple. You have been drawing a salary for sev- 
eral years, and so have I. Because I am general manager I probably do 
better than you do in getting raises. If you keep averaging the two of 
us, to find out your parity relationship and mine, it is going hard 
on you in about 5 years. 

It isa simple as that. 

Mr. Anpresen. Mr. Polk, do you have any questions? 

Mr. Pork. I believe not. 

Mr. Anpresen. Mr. Hoeven? 

Mr. Hoeven. Mr. Thatcher, supplementing what Mr. Hill and Mr. 
Andresen have said, you have cited the difficulties confronting us in de- 
termining what a proper definition of parity should be. The commit- 
tee may have to write the definition of a new parity. When we do we 
want to be sure that it is going to hold water. 

We would welcome your suggestions. If you can provide the com- 
mittee with a definition of parity as it applies to the various commodi- 
ties I think it will be of great help to us. We want to write a definition 
of parity which cannot be misinterpreted in the years to come. 

Mr. Tuarcuer. Well, I would suggest to you again that so far as 
these products which have suffered a lack of price are concerned, which 
eventually hurts their parity position under the modernized parity 
formula, that for the feed grains—which, of course, includes barley 
and rye and flaxseed and sbeabel you should maintain the old parity 
formula. 


| 
| 
| 
| 


ili i aly 
















ss 


— = = 


ABM i Ra RR AOS te 


oon eae 


LONG RANGE FARM PROGRAM 3145 


Now, that has nothing to do with tobacco or rice or peanuts or dairy 
products or anything else. But with respect to the commodities which 
have been in surplus, where the price has been weakened, I would say 
with those you should extend the old parity as it applies to them for a 
couple of years or until such time as we have available from the States 
and the Federal Government the records of cost that ought to be 
brought before you. 

The responsibility of the Department of Agriculture is to bring this 
information before you, with proper records and proper proof, so that 
they can recommend to you what a modernized parity formula should 
be for all these commodities. That is their responsibility. 

Mr. Horven. The President in his message to Congress has sug- 
gested a new parity formula. 

Mr. Tuatcuer. Yes. 

Mr. Hoeven. A modernized parity. That is something which the 
committee will have to analyze. Should we start from the basis of the 
old parity and try to modernize and develop it ? 

Mr. Tuatcuer. I try never to refer to the President about these 
matters. We in this room all know that with his tremendous re- 
sponsibilities he could not conceivably have the time to stop and study 
the questions that are before us. It is not the President’s program. 
It is the program of the Department of Agriculture and those who 
are interested in it. That is the program that was sold to the President. 

Mr. Hoeven. Well, the point I want to make is that every farmer 
I know anything about is for parity. He may not understand the 
mechanics of parity, but he is for it. 

I would like to define parity so that it could not be subject to mis- 
interpretation in any new farm bill we enact at this session of 
Congress. 

Mr. Tuatcuer. So would I. 

Mr. Horven. We will have to have a lot of help in arriving at a 
solution of that problem. 

Mr. Tuatcuer. So far as the commodities to which I have referred 
are concerned you will have in your hands within 2 weeks what we 
think should be the proper parity formula of those commodities. 
Certainly I think that would be very helpful. 

Mr. Horven. Our problem seems to be a question of surpluses. 

Mr. Tuatcuer. Right. 

Mr. Hoeven. The present farm program has been brought into more 
or less disrepute on account of surpluses in certain commodities such 
as butter and potatoes. I want to know whether a flexible support 
plan will remove the surplus problem. 

Mr. Tuarcner. Well, it is my firm conviction, based on historic 
records and my experience, that you will have the same problem of 
surpluses whether the support price is 90 percent or 89 percent or 88 
percent or 87 percent or 86 percent, or 85 percent—and you can go 
on down to 75 percent; 75 percent eventually will become as rigid 
as 90 percent or any other figure. When you get to the bottom—which 
we will get to because of surpluses—it will be just as rigid at 75 per- 
cent as at 90 percent. 

The word “rigid” just does not apply, because when you have sur- 
pluses the support price will be rigid at whatever level the surplus 
drives it to. It isas simple as that. 
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Mr. Hoeven. It is my impression that whenever there is a limita- 
tion of acres a farmer, in order to keep up his income, will plant more 
than he ever did before. 

Mr. Twarcuer. If you will recall—I think I am right—in the 
thirties, when we put corn at 60 percent, which was 45 cents a bushel, 
we were hunting for space to put it at that price and we continued on 
right up to the wartime. 

It used to be a standing joke in the grain trade. They asked me 
when I would recommend to the administration that we put faucets 
on the steel bins so we could draw off the alcohol. You can have 
surpluses at any price level. We knew it in the thirties, we knew it 
in the forties and we know it in the fifties. 

Mr. Horven. There never was any real surplus problem as it relates 
to corn. 

Mr. Tuatcuer. I do not think so, and I do not think it is serious 
today. I think it would be very serious if we were short of corn. It 
is only 2 years ago when we were here for our annual meeting of the 
National Federation of Grain C ooperatives, and as you know, Con- 
gressman Hoeven, the Department of Agriculture officials every year 
come down and tell us the story. Two years ago we were warned 
when we were in the Korean war—to me that is a war—we were just 
pounded and pounded and pounded by everybody who came in front 
of us to get home and hustling to get this feed production. 

What we were going to run short of was feed grains. That is only 
2 yearsago. Yesterday we had them before us again showing us these 
terrible surpluses. What are we going to do about it? It is a tough 
picture. Nobody can tell exactly. 

I will say this to you: I expect that you will have trouble with corn 
if we have normal weather, if we have normal yields. We cut cotton; 
we cut wheat. Then we have imports coming in from Canada. 

Farmers, where they can, in the South and Southwest, will go out 
of cotton into grain sorghums, some will go into barley. In the 
Northwest, where I come from, they are going to go into barley, they 
are going into these other commodities. 

I think the figure is, on intent to plant, an increase of 46.7 percent 
on barley. 

Mr. Henpricxkson, 46.9. 

Mr. Hoeven. And they will plant soybeans. 

Mr. Tuatcuer. Yes, and fertilizer. I hope the committee and I live 
so that I can testify before you a year or two from now—and I hope I 
am wrong in my statement, but if we have normal weather and we 
continue the practices of the present, we are going to have a hog pro- 
gram that is going to have everybody dizzy; we are going to have a 
surplus feed program that will have us all dizzy. 

This whole agricultural plan can and does produce surpluses. 

Mr. Stmpson. How can we get any dizzier than we are? 

Mr. Hoeven. Of course by the same token one short crop of corn, or 
drought, could wipe out the corn surplus overnight. 

Mr. Tuatcuer. That is absolutely true. I think it is dangerous to 
monkey with corn although I understand they are asking for reduc- 
tions. 

Personally, I think it is dangerous. I agree with you 100 percent 
on that. 

Mr. Hoeven. In Iowa the acreage allotment program for corn indi- 
cates than only about 36 percent of the farmers are willing to comply. 
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Mr. Tuarcuer. Getting back to surpluses, somebody will tell you 
we have sold wheat this year for $4 a bushel. That is right. I think 
we handle 45 percent—40 to 45 percent of all the durum wheat that 
is raised in this country which is in the Central Northwest. 

Yes; we sold durum wheat for $4 because there was not half enough 
durum wheat to satisfy the demands of the people who m: :nufacture 
macaroni and spaghetti. 

Mr. Hoeven. A suggestion was made in the Senate the other day 
that the Congress should extend the present 90 percent parity law 
for 1 or 2 years and then submit the question of price supports to a 
referendum of the farmers at the grassroots. What do you think 
about that? 

Mr. Tuarcuer. I think it would be wonderful, if they had a chance 
to speak up. 

Mr . Hoeven. In other words, give them a clear choice as to whether 
or not they wan to continue at 90 percent or adopt the flexible scale? 

Mr. Tuarcuer. I am for it. 

Mr. Horven. You think such a proposal merits consideration ¢ 

Mr. Tuarcuer. I think they have the intelligence to make a decision. 

Mr. Anpresen. Mr. Simpson ? 

Mr. Srmpson. Mr. Thatcher, speaking of parity, in my area in 
Illinois, along the Illinois River, 5 miles apart, one farmer will get 
100 bushels of corn to the acre, on the Illinois River bottom, and a 
farmer 2 miles away on rolling hill land will get 40 bushels of corn 
to the acre if he is lucky. And the same corn planter and the same 
tractor and the same effort on the same number of acres. 

One gets 90 to 100 bushels of corn per acre and the other gets 40. 
How can you write a bill for that kind of a farmer ? 

Mr. Tuarcuer. I think you have pretty well written the parity 
for that large operator, the man who is fortunate to get those yields, 
in the income tax laws. I think he is pretty well ts aken care of. And 
[ do not evade your question. I think the people of this country have 
got to decide the question that is inherent, to settle the question that 
you have raised in this respect: Who is to farm the lands of this 
country? The people who can produce 100 bushels an acre and elimi- 
nate everybody else ? 

I think it is a good question. 

Mr. Stmpson. As far as I am concerned, anybody can farm it who 
can pay for it or at least go into debt and farm it. That is O.K. by 
my book. Whether he farms 10,000 acres or a hundred. But the thing 
that I know happens in my own area is that a farmer farming thin 
land that will bring $100 an acre—and they are not 5 miles apart— 
and another farmer farming land that will bring $500 an acre, that 
man will get 90 to a hundred bushels average corn per acre with the 
same effort that a man in the hill land will get 40 bushels to the acre. 

Mr. Tuarcuer. I understand that. 

Mr. Simpson. One man’s cost of production is entirely different than 
the other man’s cost. How can you write a parity formula with 
equality ? 

Mr. Tuarcuer. I do not want to evade your question but we have 
different categories of rates of pay and labor and we have different 
amounts of income as compared to different people. 

Mr. Srmpson. You have exactly the same effort on 40 acres of corn 
in the hill ground, producing 40 acres per bushel, as against one in the 
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river bottom producing 90 to 100 bushels per acre. It is the same effort 
put on different ground. 

Mr. THatcner. If the Members of Congress of Congress believe 
that a parity price should be written, and “the farmers, in harmony 
with this parity cost, and they can get a yield of 100 bushels to the acre, 
that is the one they should write. But we first ought to have the facts. 

Mr. Suwpson. I know in my area that there is a difference in cost 
of production in a bushel of corn. 

Mr. Tuarcuer. And that is true in wheat. One man has a yield of 
25 bushels and another has 12. Any parity price you write, one will 
do better under that than the other. There is not any question about 
that. I cannot argue that. 

Mr. Srpson. It makes it pretty hard to write an equal parity 
formula where one man cannot produce due to his land not being good, 
and a farmer with better land can produce more. 

Mr. TuHatcuer. If he cannot live under the parity that you provide 
and the support price that you provide for him, he will have to do 
something because he will not stay in business. 

I would like to remind you again of a statement I made a while ago, 
based on the census for agriculture, that there are only 103,000 farmers 
in the whole United States that have gross income of $25,000 and 
over. When I say income I mean farm. product sales. If you write 
a parity formula to fit the 103,000, two things are going to happen: 
You are going to change your whole agric ultural concept of who is to 
oce upy the land and produc e, and in the end—— 

Mr. Gotpen. Do you mean gross sales of only $25,000 ? 

Mr. Tuatcuer. Yes, sir. That is what I mean. 

If Iam incorrect, I will file a statement correcting it. 

Mr. AnpresEn. I believe you said 103,000 farmers? 

Mr. Tuatcuer. That is what I meant to say. 

Mr. Anpresen. We do not want to take the time for you to look 
through your files now, but if you can check that figure we would be 
glad to have it. 

Mr. Tuatcuer. I would like to file a statement of the breakdown of 
the groups in the different categories. 

Mr. AnNprEsEN. We would be glad to have you do that. 

(The document referred to is as follows:) 


Number of farms, by economic classes * 
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25,000 and over 





SRD Beis did sescrenntctdispée | 1.9 
Class IT 10,000 to 25,000 7.1 
Class III | 5,000 to 10,000 13.4 
Class IV 2,500 to 5,000 16. 4 
Class V | 1,200 to 2,500 16.8 
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Abnormal .l 


1 Source: 1950 census. 
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Mr. Sumpson. Mr. Thatcher, with relation to surpluses, I am told 
by the Agricultural Department that we will aabakty carry over as 
of October 1 about 890 million bushels of corn. The biggest carry- 
over on record. Yet itis only a 90 days’ supply. 

Mr. Tuarcuer. Yes, sir. 

Mr. Simpson. If you have a good corn crop in the commercial corn 
area this year and you have the 890 million bushel carryover, when 
the good crop comes in you will have two surpluses, will you not? 

Mr. THarcuer. We could. I hope we always have a surplus instead 
of a deficit. 

Mr. Srmpson. I do too, but you want two surpluses ¢ 

Mr. Tuatcuer. I do not want two surpluses. 

Mr. Stmeson. That is the point I am getting at. I want to know 
how the Government or anybody else can handle a surplus situation 
because when you have one surplus of cotton you do not have another 
surplus until the next crop is made. 

Mr. Tuatrcier. That is the reason there is a provision for cutting 
back the production. 

Mr. Stmpson. You are familiar with wheat. I hope you will send 
some recommendations to this committee relative especially to the 
wheat program. At the present time there is not anything before 
this committee, as | understand it, except this committee print. 

Mr. Tuarcuer. I read it the night before last, and I do not under- 
stand it too well because you delete this and you add this. I have not 
had time to put the two together. 

Mr. Simpson. It has not even been introduced. It is just before the 
committee. This is a plan, just like the Brannan plan before this 
committee a few years ago. One is a Benson plan and the other is a 
Brannan plan. Nobody introduced this. 

This committee is continuing hearings they started holding all over 
the country last summer. This is supposed to be the conclusion of 
them. The fact that is facing the committee as I see it is that if 
legislation was passed out of this committee and passed the Senate, 
and vetoed, then you would have the 1949 law back. 

Mr. Tuatcuer. I understand that. 

Mr. Simpson. Would that suit you? 

Mr. Tuarcuer. No, it would not. That does not suit me. 

Mr. Stmpson. That is what this committee is faced with. 

Mr. Tuarcuer. Essentially that is what that bill does, except for 
the set-aside. 

Mr. Simpson. Those are the facts. If no legislation is passed out 
of this committee and out of the Senate committee, or if it is passed 
and sent to the President and he vetoes it, then you are going to have 
the 1949 law in effect, are you not ? 

Mr. Tuatcuer. I think the record shows, Mr. Simpson, that we 
have recommended a continuance of the present program for 2 years 
until we can get better information than we now have. 

Mr. Simpson. I know what you are recommending on that particu- 
lar part of it. I heard you read it. I want you to answer my ques- 
tion, as to whether or not the country is faced with that situation. 

Mr. TuatcHer. We are faced, if the Congress does nothing about it, 
with the 1949 Farm Act. 

Mr. Srupson. I said if the Congress does do something about it, 
and the bill is vetoed. 
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Mr. Tuarcuer. We have the same situation. In my judgment it 
will prove very serious and unfortunate for this county. 

Mr. Srwpson. I would like to ask you a question about wheat. In 
my area of Illinois about the only farmer who puts in wheat is one 
who wants to rotate to get to clover cover. It is usually rather small 
fields of wheat, 50 or 60 acres. 

I have had a wheat farmer in my area complain bitterly about the 
fact that he was cut back on the wheat acreage to about 25 acres and 
he wanted to plant to get clover. 

The farmer wanted to know why he could not plant the wheat that 
he wanted to and feed the wheat to his hogs, knowing that it was not 
varticularly a good hog feed. Yet the Agriculture Department says 
1e cannot do that without being in violation. What is wrong with 
letting a farmer—— 

Mr. Tuarcuer. My understanding is that he cannot get a loan on 
the wheat and he will be penalized. 

Mr. Srmpson. He is subject to liability if he plants it. He cannot 
even market it. The elevators cannot buy it. 

Mr. Tuatrcuer. That is right. 

Mr. Srvrson. What is wrong with letting a farmer like that plant 
anything he wants if he feeds it on his own farm ? 

Mr. Tuarcuer. As far as I am concerned he ought to be permitted 
to grow anything he wants to if he feeds it, unless you have a feed pro- 
gram that you are using. 

Mr. Simpson. I agree with you on that and I am glad that you agree 
with me. I think we are faced with about three kinds of situations. 
We have the farmer, who represents and likes the farm bureau posi- 
tion and grange, who wants flexible support. 

We have the farmer who wants rigid supports and we have the 
farmer who wants to be let alone. 

Mr. Tuarcnuer. You had a referendum in cotton, tobacco, peanuts, 
wheat. Regardless of what farm organizations they belong to, they 
voted. 

Mr. Stupson. And out of the voting the only program that seems 
to me that they are in agreement on is tobacco. 

Mr. Tuarcuer. We had practically 87 percent that voted on the 
wheat referendum. 

Mr. Sturson. In Illinois only 13,000 farmers voted for the wheat 
program and 8,000 voted against it. 

It did not carry by the two-thirds but it carried. 

Mr. Trarcuer. But over the United States it carried. 

Mr. Stimpson. Twenty-one or twenty-two thousand farmers voted in 
Tlinois. 

Mr. THarcuer. Just as in our democracy General Eisenhower pre- 
vailed over Governor Stevenson. 

Mr. Srvrson. I guess you are right about that. A lot of people 
did not go to the polls to vote for Eisenhower or Stevenson and a lot 
of them did not vote on the wheat program, either. 

Mr. Tuatcuer. That is correct. 

Mr. Srareson. What is your position on ground that is under control 
for a wheat farmer and we will say he is compelled to lay out 50 acres 
of ground due to the wheat program ? 

Do you believe he ought to be able to plant some competitive crop 
against some other area ! 
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Mr. Tuarcuer. Certainly I do. 

Mr. Simpson. You do? 

Mr. THarcner. Why, certainly. What is he going to do? 

Mr. Simpson. Do you think that he should be allowed to plant com 
petitive crops? 

Mr. Tuarcuer. To do what? 

Mr. Smarson. Do you think he should be allowed to plant a com- 
petitive crop ¢ 

Mr. Tuatcuer. For feeding! Or for marketing? Either one. 

Mr. Simpson. That is not my question. 

Mr. Tuarcuer. I want to answer it. 

Mr. Srmpson. If a wheat farmer cuts back 50 acres on his total 
acreage say of 200, there is nothing to keep him from planting those 
50 acres to soybeans ¢ 

Mr. Tuatcuer. If he is in a place where it can grow, that is right. 

Mr. Stmpson. You think he should ? 

Mr. THatcuer. Certainly I do. 

Mr. Stimpson. Do you think that a southern farmer who has cotton 
acreage laid out should plant corn ? 

Mr. Tuarcuer. Certainly I do. 

Mr. Cootry. Will you yield? 

Mr. Stmpson. Yes. 

Mr. Cooter. We have the cotton laws operating in the southern 
cotton section, and the corn law. I have a corn acreage allotment 
on my farm in North Carolina, where I also grow cotton and tobacco. 

Mr. Sturson. That is not my point. 

Mr. Cootxy. The point is that they are cutting down my corn 
acreage. 

Mr. Tuarcuer. You are in the corn commercial area. 

Mr. Cooitry. They say I am in the commercial area but I am not. 
Iam not a commercial producer. 

Mr. Simrson. What is the purpose of a cut down in acreage if they 
can plant a competing crop against another area of the country ? 

Mr. THatcuer. To cut the surplus of wheat. That is the purpose 
of it. 

Mr. Srwpson. But it means the surplus of whatever he puts the 
vacant ground in. 

Mr. THarcuer. I said a while ago you will end up with a surplus 
in the other commodities. 

Mr. Stmpson. You are the first witness that I have interviewed 
before this committee, as I recall it, who feels that if 20 acres or 30 
or 40 acres, are laid out for one crop, that it should not be allowed 
to compete with another crop in another section of the country. 

Mr. TuHarcuer. And I say so for a good reason. 

Mr. Stmpson. You say it should? 

Mr. Tuatcuer. I say that the man who is essentially a wheat 
farmer, where you take out that percentage of his crop, he cannot 
leave the land idle and pay his expenses and stay in business. 

Mr. Smwprson. The agriculture people that I have talked to sug 
gested that that ground be placed in soil building—legumes. 

Mr. Tuarcuer. And he would get paid for that. 

Mr. Suwpson. I did not say he would get paid for it. He is build 
ing up his own ground, like a soil-bank proposition. 
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Mr. THarcuer. A man lives on income. He has certain expenses. 
If we pass laws to the wheat farmers or cotton farmers, they go out of* 
their land and cannot produce anything else, then you will begin to 
sort the sheep from the goats. 

Mr. Srmpson. I did not say they could not produce anything else. 
They could put it into legumes for soil-building purposes. 

Mr. Tuatcuer. What will they do for money ? 

Mr. Srwpson. What will they do anyway ? 

Mr. Tuatcuer. They will raise feed for hogs and cattle. 

Mr. Simpson. In Kansas? 

Mr. Tuarcuer. Where? 

Mr. Srupson. In Kansas, for hogs ? 

Mr. Tuarcuer. Yes, you can raise hogs in Kansas and Oklahoma. 

Mr. Simpson. In Mr. Cooley’s State of North Carolina ? 

Mr. Tuarcuer. He would have to answer that. I do not know why 
they could not raise hogs in North Carolina. 

Mr. Simpson. I wish to say that I am not a firm believer in ground 
that is laid out by compulsion and that that farmer should not plant 
a competitive crop against another section of the country. You are 
the first witness who disagreed with that. 

Mr. Tuarcuer. I still stand on my statements. And I say this—— 

Mr. Simpson. You have that right. 

Mr. Tuarcurer. They will force us into more meat production. 
That is what we want, is more meat production. I do not want to 
introduce a personal note, but I had a substantial cut in wheat acreage 
over a year ago. I started immediately by putting cattle on the place, 
and had a more diversified operation. 

If we go through with the dairy program, we will get milk cows 
again spread all over the country. 

Mr. Simpson. On page 2 of your statement, you say that— 

The new program should be explored in detail. 

You say: 

Explore a new parity formula that would be fair and equitable; modernized 
parity. 

As a member of this committee I voted, and I think the bill came 
out unanimously, to extend the 90 percent parity until 1954. At least 
it was unanimous with all the members who were in attendance at 
the meeting. 

1 do not know how, unless somebody comes up with a program to 
get rid of surpluses, I do not know how you are going to write a parity 
formula that is fair and equitable. 

I think that is one of the things that you said within 2 weeks you 
would try to do as far as wheat is concerned. 

Is that right? 

Mr. Tuatrcuer. Yes, sir. And if we are going to cut surpluses 
approaching scarcity for the purpose of making prices then we have 
got to go clear across the board with all of these soil crops. 

We have to go clear across the board. Otherwise you will drive 
the producers of one commodity off into another and you will merely 
transfer the surplus problem. 

Mr. Stimpson. On page 5 of your statement you stated : 


The surpluses we have can be managed without turning back to the hardship 
and anarchy of the past. 
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I am interested in the first seven words, “the surpluses we have can 
be managed.” 

How can they be managed when the agricultural exports of the 
United States have fallen off about 31 percent in the last 3 years ¢ 

Mr. Tuarcuer. Cut production. 

Mr. Srwpson. And still put in any other crop that you want? 

Mr. Tuarcner. We are talking about wheat surplus. 

The one thing we are crying about all over this country is wheat, 
cotton, and potatoes and dairy products. Those are the things we 
are talking about. 

Mr. Simpson. Your solution is that surpluses can be managed. I 
would appreciate a little more elaboration on how they can be managed. 

I do not think anybody objects to a farmer getting 90 percent, 100 
percent, or 110 percent. 

Mr. THarcuer. Cut production. 

Mr. Simpson. That is your solution ? 

Mr. Tuarcuer. It is. 

Mr. Simpson. A moment ago you said when they cut production it 
would mean cutting acreage and they can plant anything else they 
want to. 

Mr. Tuarcurr. We do not seem to have a great problem in corn and 
soybeans. 

Mr. Suurson. Would you create another surplus ¢ 

Mr. Tuatcuer. I agree to that. 

Mr. Srmpson. I am not receiving any letters from the Illinois area 
that I represent complaining about farm prices. They are certainly 
not complaining about the price of hogs at $26.50. 

Mr. Tuarcuer. They did complain 2 years ago. 

Mr. Simpson. That was when they were $16, and that is when they 
sold their brood sows. 

Mr. THatcuer. Yes. 

Mr. Simpson. They are not complaining about the price of soybeans 
that hit $3.50 last week except they sold them for $2.50 last fall. 

Mr. Tuatcuer. That is right. 

Mr. Srmpson. That is the only complaint about that. They are not 
writing to me to complain about that. The livestock people say they 
want no controls whatsoever. 

Mr. Tuatcuer. They just want beef bought. 

Mr. Srmprson. Earle Smith, a farmer at the head of the agricultural 
association, helped write this law in 1938. He said that they never 
originally intended that there should be anything in the Agricultural 
Act except basic storable commodities. 

Do you agree that there should be perishables in it ? 

Mr. Tuarcuer. I do not want to talk about perishables. I do not 
know enough about them. 

Mr. Srupson. Do you believe that if the program has been admin- 
istered according to the 1938 law, when the surpluses reach a surplus 
amount and acreage controls and marketing quotas are placed in of 
we would be faced with a situation of surpluses today ? 

Mr. Tuarcuer. Will you repeat that? 

I did not hear the question, 

Mr. Srwpson. Do you believe that if the law had been properly 
administered, namely when we reached a certain amount of surpluses 
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and marketing quotas and acreage controls had been placed in effect, 
that we would be faced with surpluses today ? 

Mr. THatcner. We would not be faced with the magnitude of wheat 
surpluses today. 

Mr. Simpson. Do you think the acreage controls and marketing 
quotas should have been put on before they were put on for 1954? 

Mr. Tuarcuer. I certainly do not, and for a very good reason. 

I think anybody, in time of war, who would recommend curtailing 
the production of agricultural products would have been in for trou- 
ble, and I do not remember anybody suggesting it in 1952. 

Mr. Stmpson. Do you think that if the corn program had been 
placed in effect last year—1952 or 1953—that we would have been 
faced with an 890 million bushel surplus in October of this year ? 

Mr. Tuarcuer. I do not think any reasonable person in 1952 would 
have recommended such a program. 

Mr. Srupson. We had a surplus. 

Mr. Tuarcuer. We were worrying and are still worrying about 
world wars. 

Mr. Stmpson. I do not think we were worrying about that in 1953 

Mr. Tnarcuer. We were worrying about that in 1952. 

Mr. Stmpson. The 1953 crop is the one that is bringing in the 890- 
million surplus. 

Mr. Tuarcuer. I think it is asking a good deal of a Secretary of 
Agriculture who came in on January 20, “1953, to move that fast and 
ask for curtailments. 

Mr. Stmpson. The Secretary could not do it because he had to do it 
ahead of time. The previous Secretary could have done it. 

Mr. Trarcuer. We were ina war. 

Mr. Stupson. No; a police action. 

Mr. Tuarcuer. That is not what I heard. 

Mr. Simpson. There is one thing, Mr. Thatcher, that I think we 
all agree on, regardless of former Secretary Brannan’s position, Mr. 
Benson’s position, your. position, the Farm Bureau’s position, the 
Grange position, or the position of this committee, and it is that all 
of us are trying to find some program that the farmers will take and 
that will turn out all right. 

Mr. Tuarcner. I certainly agree with that statement. 

Mr. Anpresen. Mr. Cooley? 

Mr. Cootry. I will yield to my friend from Georgia, Mr. Wheeler, 
for a moment. 

Mr. Wuertrr. I was impressed awhile ago, by a response to a 
question by Mr. Hoeven. He asked you what you thought about the 
suggestion that had been made in the Senate that this controversy 
between high rigid supports and flexible supports be submitted to 
the farmers of the country and be voted on in referendum, let them 
decide what kind of program they wanted. 

If I understood you correctly, you said you thought that would be 
fine. 

Mr. TrHarcuer. Yes, sir. 

Mr. Wuerter. There are some controversial questions before the 
Congress currently having to do with proposed amendments to the 
Taft-Hartley labor law. Would you agree that we should submit 
those questions to referendum by the labor union members and let 
them by referendum decide what we should do about a labor act? 
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Mr. THarcuer. I do not want to get into that field. 

Mr. Wueeter. Thank you. 

Mr. Tuarcuer. The laboring man is an employee, and the farmer 
is an operator of his own business. 

Mr. Anpresen. Will the gentleman yield? Would you do that by 
secret ballot, for the laboring man ¢ 

Mr. Wueeter. We did not go into the mechanics of the referendum. 
I just thought the same principles would apply. Thank you, Mr. 
Cooley. 

Mr. Anpresen. Mr. Cooley ¢ 

Mr. Cooter. Mr. Thatcher, I am glad to see you before this com- 
mittee again. I have not seen you here in many years. I remember 
when you were in Washington in years gone by. 

Mr. Tuatcuer. Thank you, sir. 

Mr. Cooter. Do you know of any segment of American agricul 
ture other than the American National Cattlemen’s Association which 
is in accord with or which approves Secretary Benson’s program as 
it has been submitted to this committee ? 

Before you answer, I would like to point out that Mr. Jay Taylor 
testified yesterday before the committee representing the American 
National Cattlemen’s Association, and in his opening statement he re- 
ferred to a resolution which was adopted by that organization in 
January at Colorado Springs, in which, in resolution 1 they say this: 

We commend President Eisenhower’s and Secretary of Agriculture Benson's 
new farm program. 

This committee was not advised about that program until March 
10. Apparently the Cattlemen’s Association knew all about it in Jan- 
uary when they met at Colorado Springs. 

So they came here ae this resolution approving Mr. Benson’s pro- 
gram. Obviously Mr. Jay Taylor did not know what he was talking 
about, and he did not inde rstand the program. 

Do you know of any other organization in the world today, repre- 
senting agriculture in this country, that approves that program as it 
has been submitted to this committee ? 

Certainly the American Farm Bureau did not do it because they 
were asked the direct question. Up to this time I do not have any 
recollection of any group testifying during the time of these hear- 
ings that categorically approves that program. 

Do you know of any such group ? 

Mr. Tuatcuer. I do not know of any group. 

Mr. Hertone. Will the gentleman yield ? 

Mr. Cooter. Yes. 

Mr. Heriona. I can give you the names of some groups in Florida 
that unanimously approved it. 

Mr. Cooter. I am sure they do not understand it either. 

Mr. Hertone. I am sure they are just as intelligent as the people 
in your district. 

Mr. Cooter. I am not comparing their intelligence. I say they do 
not understand it. 

Do you know of anybody-—any actuary or anybody else who cal- 
culated the cost of Mr. Benson’s program? The reason I say that, 
I spoke facetiously to my friend from Florida. They demonstrated 
their judgment when they sent him to Congress. 

38490—54—pt. 19-18 
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Mr. TuHatcuer. I see none. 

Mr. Cootey. You mentioned the cost of the program in your state- 
ment. I doubt if you calculated the cost of the program. 

If he puts his order into effect on dairy products, the loss to the 
American Government on inventories now on hand will run into mil- 
lions of dollars, and the dairy farmers will lose untold millions of 
dollars. He is determined to put it in, to break the price of butter 
and dairy products from 90 percent of parity to 75 percent of parity 
overnight on April 1. 

Because of the nearness of the effective date of that order my recol- 
lection is that the Government is accumulating butter at about the rate 
of 2 or 3 million pounds a day. The butter he accumulates on April 1 
will be depreciated in value to the extent of about 15 percent, the dif- 
ference between 90 and 75 percent. 

Mr. Tuatrcuer. If I had an inventory of it, I would want to get rid 
of it as fast as I could. 

Mr. Coo.ry. In other words, if you had an inventory you would go 
into bankruptcy, would you not ? 

Mr. Tuatcuer. I would try to get rid of it before April 1. 

Mr. Cootey. How would you get rid of it? 

Mr. Tuarcuer. I mean if I were a private individual, I would let 
the Government take it. 

Mr. Cooter. If he breaks the cotton market from 90 to 75 percent, 
with 14,300,000 bales of American cotton now in sight, the loss there 
will be $25 a bale, amounting to $357 million, to say nothing of the 
current crop, which will be depreciated, which the farmer is preparing 
to plant. That will go into another substantial loss. The Government 


has 8 million bales in nonrecourse loans and 2 million in inventory, and 
the Government will sustain a loss of approximately a quarter billion 
dollars overnight. 

Depreciate wheat—did you say 30 cents a bushel ? 

Mr. Tuatcner. That would be the parity formula charge alone. 

Mr. Cootry. Depreciate it paritywise and rere and it goes 


into a stupendous sum of money. With regard to peanuts, I do not 
know how substantial it will be. When you break the price of the 
basic commodities, corn along with it, I say that Mr. Benson should 
go back and calculate the cost of this program to the American tax- 
payers and tothe American farmers. 

I was led to believe until the Farm Bureau appeared here that the 
Farm Bureau was going to support the Secretary. Apparently they 
are not supporting him. They are supporting some features of his 
program, to wit, the set-aside, which is just a make-believe sort of 
thing, set aside 4 million bales of cotton and kid yourself into believing 
you do not have it. There is nothing in his program, as I see it, that 
is calculated to reduce the cost of storage, because in setting aside the 
cotton and the other commodities you will still perpetually pay storage 
on them. 

Coming to the dispostion of the surplus, you have been asked ques- 
tions about it, and diverted acres: We have in my State and in many 
parts of the South, through the long years of the past, through all of 
our educational institutions and extension service and so forth, tried 
to persuade our farmers to diversify agriculture. 
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They have been one-crop farmers. This diverted acreage will give 
them an opportunity to experiment in the field of diversified agricul- 
ture which they have not had in the past. 

I have said that while it appears to be burdensome at the moment it 
may turn out to be a blessing in the long run, that we might be able to 
diversify our farming, not with the idea of competing with the 
farmers of any other section but with the idea of raising our own 
standard of living in North Carolina, Mississippi, Georgia, and these 
other States, where we have been tied to a one-crop system. 

I know that Mr. Jerry Boilu who used to be in Congress from Wis- 
consin, a very able man, tried time after time to get through what is 
known as the Boilu amendment. To do whet Mr. Benson proposed 
would be to keep these diverted acres from being diverted to any other 
crop, even if it is necessary to become a part of a diversified farming 
program, which we in North Carolina now challenge our farmers 
to adopt—that is, a diversified program. 

You said to Mr. Simpson that you did not favor any restriction on 
those diverted acres because you know that the farmers in my area are 
not going to compete with the dairy farmers of Minnesota or Wiscon- 
sin or any other section. Isn’t that it? 

Mr. Tuatcuer. | took that position and I take that position and I 
maintain that position because if you drive a man on a farm out of one 
field of activity he has to find some other farm activity, or be paid for 
his idle acres. How else can he maintain his income and living stand- 
ard without having to get off of the farm ? 

Mr. Cooter. What is happening in my own case, and I hope the 
committee will pardon this reference, I grow 5 of the 6 basic commodi- 
ties on our farm. I am going to comply with the acreage allotments 
and marketing quotas as nearly as we can possibly do it. If I am going 
to reduce the acreage on 5 basic commodities naturally I am going to 
have some idle land. I do not think that the Secretary should tell me 
what, I can do with every other acre of my land. If I want to plant it 
in experimental crops, I do not know how successfully I can grow cer- 
tain crops, at least we can have a chance to try them out and see. I do 
not think that we need to be afraid that we are going to increase wheat. 
We cannot do that because we have all these basic crops under control. 

Mr. Tuatcuer. May I go into another field and try to answer your 
question or support your position ¢ 

Mr. Cootzy. Yes. 

Mr. Tuarcuer. In the middle twenties, particularly the steel- 
workers, they were working 72 hours a week. It was a common thing 
for people employed to work 10 hours a day for 6 days. We agree to 
that, surely. By and by we had legislation to enable labor to cut their 
output in hours to 40. Compared with their take-home pay and their 
ability to organize and exact it, they are getting as much or more, rela- 
tively, for 40 hours as they used to get for 60 or 70. We agree to that, 
do we not ? 

Mr. Cootry. Let me interrupt you. 

Mr. Tuatcuer. I have a point here that I want to make. 

Mr. Cooter. Go ahead, make it. 

Mr. Tuarcuer. I am talking about the take-home pay of these 
farmers who work 25 or more percent on the average more hours, and 
their wives’ and kids’ labor, and this, in too many cases are thrown 
in again for nothing, they work a fourth again as long and get about 
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half as much, net. I say that it is time for the consumers of this 
country to understand that room and board costs some money. I do 
not know why we have to be fastened to an old formula for determin- 
ing prices. I do not know why we cannot get our sights up and raise 
these farm prices to a level where they can balance their production 
and have net income that they can live out of. 

Mr. Cootry. I just said to Chairman Andresen that I am very much 
in favor of the chairman of our committee appointing an interested 
subcommittee of this committee to study the parity formula. For 
wheat there is some complaint. For cattle there is some complaint. It 
seems to me that our committee could well consider that subject. Let 
me ask you now: Is this not a comparable situation: When the Secre- 
tary of Agriculture proposes to me that where I have diverted my 
acres from basic crops and have complied strictly with the program 
which he is administering, that I cannot even let a billy goat graze on 
this other land of mine, it is the same thing as my telling a 40-hour- 
a-week man, who has a minimum wage and a maximum number of 
hours, that when he has served his maximum number of hours and col- 
lec ted his railroad pay or his coal mine pay, that he cannot take other 
jobs during the time that he is off duty. Is it not the same thing 

Mr. Tuarcuer. It certainly runs down the same road. 

Mr. Cootry. In other words, in one he is restricting my property 
and in the other he would be restricting the right of a freeman in 
this country to work in addition to the 40 hours that he works for his 
regular employer. Nobody would be silly enough to propose to any 
labor committee in this Congress that they bring in legislation to 
say that when a railroad conductor or railroad switchman works 40 
hours that he could not take a weekend job doing something else to 
earn money. 

Mr. THatrcner. And we also know if we will raise all of these prices, 
if we will bring them up so the farmer will have his net income, then 
he will go into the program of soil conservation and fertility and all 
that sort of thing. He is required, under these price levels, to use his 
land and work the hours he does as a prerequisite to have enough 
money on the average to live on. 

Mr. Wueeter. Will the gentleman yield for a question ? 

Mr. Cootry. Certainly. 

Mr. Wueeter. In the event that such legislation as you just sug- 
gested, restricting hours by labor, were proposed, do you think it 
would be nec essary for us to submit that question to those laboring 
people to decide it by referendum ? 

Mr. Coorry. Certainly not. I do not think if we did it would be 
decided that way. I do not think any Federal Government or any 
Congress, this one or any other one, could say to a man who was young 
and energetic and ambitious, that when he did his 40 hours of regular 
work he could not go out and work some extra hours at night or Satur- 
days or Sundays or do whatever he wanted to with his free time. 

Mr. Wueexer. My question was predicated on the previous question 
relative the question that the parity formula should be submitted to 
the farmer for referendum. 

Mr. Gotpen. Will you yield? 

Mr. Cootry. Yes. 

Mr. Gotpen. I would like to get the assistance of Mr. Thatcher 
on something that would be of help to all the committee. Could you 
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help us draft a tightening amendment to section 22 that you com- 
mented on before, where we are being destroyed by these imports on 
various grains and also dairy products, that hurt the farmers on a 
broad scale and also hurt the taxpayers. 

Mr. THarcuer. It isa ridiculous situation, Mr. Congressman, today, 
and we would be very glad to write a memorandum and submit it to 
the committee. 

Mr. Cootry. One other thought, Mr. Chairman, about surpluses: If 
we were willing to admit that we were in a permanent surplus situa- 
tion, that would be one matter. I think all of us know that our sur- 
plus in most of these commodities have accumulated in the last 24 
months, certainly in wheat and cotton, and just a short while ago 
we had to put on export embargoes to keep enough cotton in this 
country to keep our own mills going. 

Mr. Tuarcuer. At about half of the price of the world market. 

Mr. Cootry. That is right. We kept it here when the farmers were 
not permitted to ship it out. Now we have what appears to be a sur- 
plus. As you say, we are using the machinery which would enable us 
to bring that surplus i in supply with reé asonable consumer demand, and 
the cotton farmer is taking it on the chin and not complaining and 
is cutting his crop 3314 percent this year. Wheat crops are being cut. 
We are willing to use ‘the machinery we have because we know what 
the blessings are and we are willing to bear the burdens. Coming to 
the surplus in dairy products I want to blame Congress to some ex- 
tent for the situation. I want to put this in the record. I do not 
know whether or not it is news to anybody but certainly it is news 
tome. Here is an act of March 2, 1933, figuring the Navy diet of a 
young sailor. Imagine a young sailor, 20 to 22 years of age, whose 
mother has been training him to drink a couple of quarts a day and 

sat other dairy products. This is what Congress said : 

Four ounces of evaporated milk or one ounce of powdered milk, or one- 
half pint of fresh milk, together with 1.6 ounces of butter, 1.6 ounces of cereal 
or rice or starch food, one-half ounce of cheese. 

I do not know how much a half ounce of cheese would be, Mr. 
Andresen, but it seems to me it is mighty little. This is as of March 
2, 1933. And then this: “1.2 eggs.” No wonder we had the caves in 
Kansas filled with eggs. re ounces of lard or lard substitute. Two- 
fifths of a gill of oil or sauces or vinegar. Five ounces of sugar 
and such quantities of baking powder, soda, and flavoring extracts, 
mustard, pepper, pickles, spices, and yeast as required.” 

They give him all the spices he requires but they only give him a 
half pint of milk, That law was apparently amended once, and that 
was in 1933. It was amended again in the 77th Congress so as to in- 
clude 16 ounces of fresh fruit. That shows you that this man from 
Florida, Mr. Herlong, what I said about him, is true. He is getting 
16 ounces of fruit j juices put into their Navy diet, 6 ounces of canned 
fruit juices, and so forth. That seems to me to be an antiquated law 
but it is still the law of the land. They did amend it so as to provide 
that when sailors are on shipboard instead of having this particular 
limitation as to quantity allowances, they might. be suspended and a 
mess might be provided on the monetary limits of cost. If we could 
amend these laws so as to give these sailors a quart of milk a day in- 
stead of a half pint, it seems to me we would go a long way toward 
getting rid of the dairy surplus. 
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Mr. Wueever. Will the gentleman yield? 

Mr. Cootry. Yes. 

Mr. Wueeter. I have some figures on that particular question. If 
you double the milk ration from its present one-half pint per man to 
a full pint, to say nothing of the quart you suggest, you would use an 
additional 1 billion, approximately 1 billion pounds of whole milk. 
That seems to me would make quite a hole in this 16 billion pounds of 
annual production that we have been complaining about. 

Mr. Harrison. Would that just be for the sailors ¢ 

Mr. Wueeter. That is all servicemen. 

Mr. Cootry. I have another one. This one is the Air Force. I am 
not an expert like my friend Mr. Andresen, but I will turn this over 
for his perusal and scrutiny. In the Air Force they restrict the boys 
to 8 ounces of fresh milk and 2 ounces of butter. 

Mr. Anpresen. Was that repealed ? 

Mr. Cootry. No. 

Mr. Anpresen. They give them 4 ounces of oleo instead of 2 ounces 
of butter. 

Mr. Cootry. This is the 83d session. This bill must be pending. 
Here is what it says in the report on bill S. 1806: 

The Army and Air Force do not have basic ration statutes similar to that of 
the Navy. Components of their ration are established by the President under the 
act of February 2, 1901. 

That went back to what? 

Mr. Hitz. 1933. 

Mr. Cootry. This went back to 1901. 

(Discussion off the record. ) 

Mr. Cootry. I would like to vote for a bill, Mr. Andresen, to change 
that diet so as to give them all the milk and butter they need. This is 
a Senate report by Mr. Stennis, from the Committee of Armed Serv- 
ices, who submitted the following report on January 8, 1953. I do 
not think this has been printed but it refers to the act of October 10, 
1942, suspending the Navy ration law until 6 months after the termi- 
nation of the war. This suspension was repealed by Joint Resolution 
July 25,1947. Who was in control of Congress in 1947 ? 

Mr. Hix. I expect this committee passed it out unanimously. 

Mr. Cooter. It did not come from my committee. 

Mr. Harrison. Will the gentleman yield? I think we should amend 
that so as to include hominy grits. 

Mr. Coorry. That is all right. Mr. Hill brought up the question . 
who enacted the law. In 1942 it was suspended. *In 1947, July 25, 
was put back in operation by joint resolution. I do not think any as 
us heard about it. This is the history of it. The sum and substance of 
what I am trying to say is that if the Navy, Air Force, and Army are 
laboring under restrictions imposed upon them by Congress, then Con- 
gress is the agent to lift the restrictions and to give them free use of 
this milk and butter. After all, we are providing the diet and Uncle 
Sam is picking up the check. Why should we restrict them in the use 
of a wholesome commodity like milk and butter, of which we have 
tremendous abundance ? 

Mr. Wueeter. Will the gentleman yield for a set of figures? 

Mr. Cootry. Yes. 

Mr. Wueerer. By adding one-half pint of milk to the diet of the 
service personnel, just 1 pint 
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Mr. Cootry. That would give them a pint a day. 

Mr. Wuee-er (continuing). That would cost only another $72 mil- 
lion annually even if you did not replace any of the present items in 
their diet. When you compare the $72 million cost with a half billion 
dollars annual cost, as was suggested here the other day as the probable 
cost of this buyback and sell program, it seems very little indeed. Of 
course you can assume that if you double the milk ration you decrease 
the pork ration or another part of ration and it would not cost $72 
million. 

Mr. Cooxey. I have an idea that somebody could bring out a bill 
doubling that ration, or giving a quart a day to the servicemen. 

Mr. Tuatcuer. If I were Secretary of Agriculture one of my rec- 
ommendations would be that you set aside the tax on beer to get dairy 

yroducts into the stomachs of the people of this country, even if you 
had to subsidize the farmer to do it to lower the price. I certainly 
would go for that. 

Mr. Wueeter. The gentleman from North Carolina is suggesting 
that we have a New Look in the service kitchen as well as other places. 

Mr. Cootry. That isa good suggestion. 

Mr. Hitz. Mr. Chairman, let us be realistic about it. We can do that 
for soldiers serving on this continent and within the United States. 
But how to get fresh milk to all these boys scattered all over the world 
I do not know. You would have to ship the cows out and use the milk 
as soon as you milk the cows. 

Mr. Wureter. We have plenty of ships in mothballs. 

Mr. Cooter. We have dairy products in all forms. 

Mr. Hitt. You cannot eat mothballs. 

Mr. AnpresEN. We are entering into extracurricular discussion. 
If I should start in on it, Mr. Cooley, you would never stop me. Mr. 
Hill does not understand that we have refrigerated ships to ship this 
milk to any part of the world, and that the Navy has refrigeration 
on every boat and that they have good, fresh meat and butter and dairy 
products, and the-— 

Mr. Wueeter. And oleo. 

Mr. AnprEsEN. No, they have butter because they are required by 
law. This bill that Mr. Cooley referred to, the oleomargarine com- 
panies have been trying to get that repealed every year for the past 
5 or 6 years and they have had it on the calendar from the Armed 
Services Committee repeatedly. Some of us objected to it under 
the unanimous-consent rule. 

Mr. Coorry. I have just one other thought, Mr. Chairman. I do 
not understand, Mr. Thatcher, in connection with these surpluses, 
why it is that with all the surplus of butter we have—and Commodity 
Credit is selling it to the Army for 15 cents a pound—citizens living 
in France and England and Germany cannot even go to the PX and 
buy American dairy products. 

{r. Tuarcuer. I stated in my formal statement that if we use 
some imagination we can find some way to help reduce the surpluses. 

Mr. Cooxey. Certainly we could. 

Mr. AnpresENn. Let me clear that up. Nobody has been working 
harder on this subject than I have. 

Mr. Cooter. I agree with that. 

Mr. AnpresENn. In spite of what some other members may think. 
But a year ago in my office I got the Quartermaster General up there, 
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the Commodity Credit men, and finally got the Army to agree to 
take 50 million pounds of good butter owned by the Government to 
feed to the men in the service. Then they finally came up with this 
scheme of charging the Army, that is the Department of Agriculture 
charging the Army, 15 cents a pound for that butter that had cost 
around 66 cents a pound, whereas I maintain the Government already 
owned it, the taxpayers paid for it, and they had a right under the 
law to turn it over to the Army or any other governmental agency 
and to consume it before it spoiled. 

Mr. Tuarcurer. And get a writeoff from the Treasury ? 

Mr. Anprrsen. Yes. They used around 15 million pounds of that 
butter until about the middle of August, and then Congress adjourned. 
It was not until I got back here in December and revived it that they 
began taking butter again. Up to the present time they have t aken 
about 19 million pounds of that butter in 1 year’s time whereas they 
could have and should have used around 60 million pounds. 

Mr. Tuarcuer. Why do you not provide a quick writeoff so that 
they can move the butter out of their stockpile to the Army for 
nothing ? 

Mr. Anpresen. Under existing law we are taking care of Com- 
modity Credit right along. 

Mr. Cootey. I think you can do what Mr. Andresen is saying. They 
can do it. What does the bookkeeping problem involve? I am inter- 
ested in all American agriculture and do not want to see the American 
farmer charged up with any part of the defense program or foreign 
aid program. If we could do what you are saying, whenever the Com- 
modity Credit Corporation turns over any surpluses they are imme- 
diately written off and the Treasury could pay for it, they could give 
the Commodity Credit Corporation credit for what they have invested 
in it. 

Mr. Tuarcuer. Then we have a quarrel in Congress as to what the 
farm program is costing. 

Mr. Cootry. That isright. 

Mr. Anpresen. Mr. Jones? 

Mr. Jones. I have been here about 1 hour and 50 minutes and I have 
some questions on some of the statements made by Mr. Thatcher. I 
wonder if I could ask them now. 

Mr. Anpresen. We will be very glad to hold the committee in ses- 
sion until you can ask your questions. 

Mr. Jones. I will take just a short time. One thing I was interested 
in: Would the suggestion by our acting chairman relative to making 
mandatory provisions of section 22 have the effect of making it impos- 
sible to carry out some of the present provisions of the wheat agree- 
ment? Would it be consistent to do that ? 

Mr. Tuarcuer. It would not have anything to do with that. 

Mr. Jones. It would not have anything to do with the wheat agree- 
ment? I am not too familiar with that section. I wondered if it 
would. 

Mr. Tuatcurr. Not at all. 

Mr. Jones. Are you advocating that the United States adopt the 
same procedure that is followed by Canada in giving a board or com- 
mission control of prices of wheat ? 

Mr. Tuarouer. I am not clear on your question, sir. 
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Mr. Jongs. Are you advocating that the United States do the same 
thing that you said that Canada was —— in reference to selling 
whea at, that is, controlling the price of wheat? You said that this one 
commission, or wheat board, could just on the price of wheat and 
sell it in preference to what we were doing ¢ 

Mr. THarcuer. | would want the same power in the world market 
that Canada, Australia, and Argentina enjoy. I would use that power 
to try to reason with them to come into agreement on what we ought to 
do. 

Mr. Jones. You said that the modernized parity is not fair to cer- 
tain commodities ? 

Mr. Tuarcner. I said that. 

Mr. Jones. | agree with you on that. You would also say that the 
present parity setup is not fair, also ¢ 

Mr. Tuarcuer. I would. 

Mr. Jones. Is it a fact that the present parity does give an advan- 
tage to the producers of wheat ¢ 

Mr. Tuarcuer. No, it does not. 

Mr. Jonzs. It does not give an advantage to the producer of wheat ¢ 

Mr. THarcuer. It does not. 

Mr. Jones. As compared to the producers of cattle? 

Mr. Tuarcuer. It does not. 

Mr. Jones. I would disagree with you on that? 

Mr. Tuatcuer. In what. respect? I should not ask you. 

Mr. Jonxs. I do not mind telling you. I think Mr. Hill brought 
that out yesterday and today also, and he has continued to bring it 
out. I understood that one of the theories of the controlled acreage 
was the fact that on a reduced acreage, and with a smaller produc 
tion, in many commodities we could actually receive more money than 
we could for a larger production on the full amount of acres. For 
that reason we were justified in requiring a farmer not to produce 
a competitive crop on the diverted acres. But you do not agree with 
that? 

Mr. Tuarcuer. I do not agree with that. In the first place, the 
presence of surpluses prevents smaller crops from having a larger 
value than large crops. In the second place I know of no require- 
ment that the farmer cannot go into hog production, cannot go into 
production of poultry, cannot go into the production of cattle. I 
know of no prohibition against butter. 

Mr. Jones. I know there is no prohibition against it, but you indi- 
cated that you did not think there should be any prohibition, too ? 

Mr. Tuarcuer. That is right. 

Mr. Jones. What about the question of soybeans? Are we going 
to have a big crop in the soybeans this fall ¢ 
Mr. Tuarcuer. Event ually you are going to have a big feed prob- 
lem. 

Mr. Jones. Are we not going to have a big surplus this fall ? 

Mr. Tuarcuer. I do not know what the crop will be or what the 
demand will be. 

Mr. Henprickxson. The March intentions to plant report indicates 
an acreage increase for soybeans, but not one which would seem to be 
terribly “unreasonable at this time, compared to the increase in 
demand. 
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Mr. Jones. From the information I have it would —— that the 
y thing that 


drought was the only thing that saved us; was the on 
prevented a big surplus of soybe: ins last yea 

Mr. Henprickson. We did have a vndi 1953 crop, but you have 
one other factor in connection with soybeans: a greatly increased 
demand over a period of years plus a considerable increase in export 
demand for soybeans. 

Mr. Jones. Are we not having this right now in the Department 
of Agriculture: the Secretary, in reducing the soybean support price, 
after he gets that down, can say “To bring the cottonseed in line with 
soybeans we will reduce the cottonseed support,” and place one 
against the other and bring all the supports down. 

Mr. Tratrcuer. I agree with that and he did it first with cottonseed 
and then pulled soybeans down and it would not surprise me to see 
him lower cottonseed support further and then pull soybeans down 
again. 

Mr. Jones. And he is threatening to take all the support off of cot- 
tonseed. 

Mr. Trarcuer. I certainly agree with you. 

Mr. Jones. Thank you, Mr. Chairman. 

Mr. Anpresen. Mr. Harrison, of Nebraska. 

Mr. Harrison. I would like to ask this question first relative to 
parity: Would you establish a parity price for each and every com- 
modity that we are supporting at the present time ? 

Mr. Tuatrcner. I certainly would to the extent it is necessary. I 
certainly would. 

Mr. Harrison. With reference to the rigid support price as com- 
vared with the so-called flexible or sliding scale or whatever it may 
ve, you seem to be for the rigid price support. Do you not think 
that sometimes it is advantageous to decrease the price in order to 
increase the production ? 

Mr. Tuarcuer. Do I think it is important to decrease price? 

Mr. Tlarrison. In order to increase production, and thus effect a 
greater net income? 

Mr. Tuatcner. I do not follow that at all. 

Mr. Harrison. You will remember, no doubt, Mr. Thatcher, a man 
who was in business here some years ago and is still in business, and 
he is in business because he brought the price down, a fellow by the 
name of Ford, who brought his commodity down to the place where 
people could buy his commodity. Thus he increased his production 
and thus increased his net income to the point where he is probably 
the most successful or one of the most successful people in business 
today. I am wondering if we could not apply that same theory to 
our farm commodities by reducing not to the place where we have 
to go out of business, because Mr. Ford did not go out of business, 
he stayed in business, and rightfully so, but he stayed in business at 
a price that he could afford to operate under at a profit. 

Mr. Trarcner. Let me put it this way: I would like to stay on 
commodities that I am familiar with. The demand for wheat does 
not respond to price as does the demand for industrial products. If 
you reduce the support price of wheat from 90 to 75 percent you would 
not affect the price of a loaf of bread at all. Not at all, because that 
reduction would only be two-fifths of a cent a loaf, and you cannot 
pass two-fifths of a cent on to the purchaser of one loaf of bread. You 
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would be in the same position as Congressman Cooley was talking 
about, of giving a fellow 1.2 eggs a day. 

Mr. Harrison. I think probably in your overall operations you are 
a little inconsistent. You are in the oil business in a great number 
of places all over the country and I think in no place where you are 
in the oil business have you met competition prices. You are selling 
for a little less on the theory that you can sell more and thus you do, 
at the end of the year, have a profit. 

Mr. THarcuer. We are in a thoroughly regulated and regimented 
business in the oil business, because we have production controls. 

Mr. Harrison. But in every instance that I know anything about 
and I have been in the oil business for the last 17 years—you sell for 
less than anybody in the industry. 

Mr. Tuatcner. We do not. We let the industry set the price. If 
you are now stating that we sell lower because we have a patronage 
dividend, you are correct. 

Mr. Harrison. You sell for less in that instance. You could in- 
crease the price there and probably increase the price per unit, but in 
increasing the price per unit you would cut down your total consump- 
tion and thus probably at the end of the year you would have less of 
a net income. I want to give you your right to your own thinking. 
However, I do not think that we can have this cake and eat it too, 
which you seem to want to do, as I understand your testimony here 
this afternoon. I do not see how we are going to cut down acreaze. 
And that is the way that you propose by letting the farmer plant 
what he wishes on diverted acres to control the surpluses that we are 
having. 

Mr. Tuatcuer. Yes. And in that you are eventually going to have 
to increase the price of the product. 

Mr. Harrison. In some instances I presume that would be true. 
But the instances that Mr. Simpson gave here, where because of 
weather conditions or because of land fertility or because of other 
reasons, price was not the only factor which we do set up in this par- 
ticular regulation as price being the only factor. 

Mr. Tuatcuer. I agree with that. 

Mr. Harrison. If we are going to cut the acreage of wheat and 
you are a wheat grower, but we are going to give that same acreage 
to a man over here who has cut down his corn acreage, but we are going 
to let him produce wheat, we are going to come up with the same 
surplus commodities that we have today. 

Mr. TuHatcuer. That is right. 

Mr. Harrison. And we are never going to solve this surplus prob- 
lem, and that is our problem. 

Mr. TrHarcuer. I agree we are never going to solve the surplus 
until we bring all the completing crops under control. I certainly 
agree with that. 

Mr. Harrison. How are you going to control them? You are not 
willing to submit to any controls. I want the farmer to plant anything 
that he wants to any time that he wants to. 

Mr. Tuatrcner. He eventually will have to cut down on corn, soy- 
beans, and on barley. 

Mr. Harrison. Who is going to make him cut down ? 

Mr. Tuatcner. The law will provide for it or you will leave him 
alone, one or the other. 





3166 LONG RANGE FARM PROGRAM 


Mr. Harrison. You are not willing to have the farmer do that. 
You want him to operate in a free enterprise system on his farm. 

Mr. Tuarcuer. Oh, no, I don’t. 

Mr. Harrison. You want him to be controlled ? 

Mr. Tuarcuer. I do not want him to be controlled but I want it 
to be possible for farmers to self-regulate their business and I want 
him to be subject—— 

Mr. Harrison. Tell me the difference between centrolled and 
regulated. 

Mr. Tuarcuer. I will tell you the difference. 

Mr. Harrison. There is no difference between controlled and 
regulated. 

Mr. Tuarcuer. I do not want to be facetious about this. I think 
eventually we are going to have to control the production of all of 
the farm commodities that are in surplus, and if a new one bobs up 
we will have to control that. I want to make that clear 

Mr. Harrison. In other words, we are going to regulate this farmer, 
we are going to control him in every one of his activities ? 

Mr. Tuarcuer. I think we are going to have to do that in case of 
surpluses. To be perfectly frank about it we are going to have to du 
that or leave it to the wolves and survival of the fittest, and have a 
smaller number of farmers. Those are the real alternatives. 

Mr. Harrison. When you get to controls to that extent are you still 
going to give him this net income that you are talking about ? 

Mr. Tuarcuer. Yes. 

Mr. Harrison. We are going to guarantee him a net income? 

Mr. Tuatcner. No, a support price. If he does not get a crop he 
does not get a net income. 

Mr. Harrison. We should bring him up, should we not, so he will 
have a net income? 

Mr. Tuarcuer. That is what I said a while ago. Just as labor 
was reduced from 72 and 60 hours down - 40 hours | per week and they 
were given the power at the market place to deal with industry. They 
had the power, and how well you know it. They could close down 
the steel corporations, they could close down the railroads. They had 
all of that power to exact the rate per hour. You know that as well 
as Ido. Since the farmer has to buy all of that—I am not complain- 
ing about labor, I am saying that in the Federal Congress and in the 
administration of this country, once you gave to a particular group, 
whether industry, finance or labor, once you give them the power, the 
power of the market place to exact, you cannot then ask farmers to take 
a lesser position with no power in ‘the market place and depend only 
on their wits. It will not work. 

Because when a farmer buys machinery he buys all the labor costs, 
he buys the bonuses, he buys the executive’s pay, he buys the vacations, 
he buys the social security. He buys everything, including the income 
taxes and excess profits taxes when he pays that invoice. If you force 
him to meet those required costs of transportation, labor, interest, 
taxes, excess profits, everything all wrapped up and give him no bar- 
gaining power, if you leave him to the wolves he is gone. That is 
all there is to it. 

Mr. Harrison. He is gone unless he has a market for his products 
and if he has and if he can produce to his capacity then he can take 
care of himself. 
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Mr. Tuatcuer. No, he cannot. If farmers produce at full capacity 
they must have price protection. 

Mr. Harrison. I do not want to take the protection away from the 
farmer. I want him to have protection but I do not want him to be 
priced out of the market. 

Mr. ‘THatcuer. I do not, either. And I do not want him subjected 

-to the criticism he gets and the requirements for appropriations and 
all other things. If we can come up with a program of price insurance 
where the farmer pays a premium—and I think there are great possi- 
bilities in that field—and get him on a self-sustaining basis where he 
does not have to come to Congress for appropriations, that is what 
you want and that is what I want. But the consumer in the end is 
going to have to pay for it. 

Mr. Harrison, | think the Secretary of Agriculture and I think you 
and your organization and the rest of the organizations that presented 
their views today, are for one thing and that is the best thing for the 
farmer. 

Mr. Tuatrcuer. And the consumer and the taxpayer. 

Mr. Harrison. So let us quit trying to kid each other and see what 
is the best program. What you have done most is criticize Ezra Taft 
Benson. I think Ezra Taft Benson is trying to come up with the best 
plan that there is for the farmer today, and his total program. I do 
not think that you know and I do not think he knows or anybody else 
knows all the answers to this particular situation. 

Mr. ‘THarcuer. | want the record to show that I do not pretend to. 
I do not mean to. I simply say it wil’ not work for the commodities 
that I handle. 

Mr. Harrison. I think that you have put yourself up as a critic to 
the extent that you say this would not work. 

Mr. THatcuer. I do say that, on the basis of many years of 
practiced experience. 

Mr. Harrison. But you have not come up with a plan that has con- 
vinced a great number of people that your plan would work. 

Mr. Tuatrcuer. It was not my responsibility. I was not the Secre- 
tary of Agriculture. I have been waiting for a year for his program 
to be presented. 

Mr. Harrison. You are waiting for a chance to criticize someone 
who was trying to come out with a program that would work for the 
best interests of the farmer ? 

Mr. Tuarcuer. I think, Mr. Harrison, if you will consult older 
members of the committee before whom I have appeared, I have never 
cnet in that light and I am sorry you feel that I have today. 

Mr. Harrison. That is beside the point. I think that the thing that 
we want to do, though, is to come up with a program that will help the 
farmer. So why not go along with a man who is responsible for the 
program and give him a chance to prove that he is or is not going to 
come up with a program that will eventually be the best thing in the 
long run for the farmers of America. I am of the opinion that there 
is no one in Washington or any place else who is more interested in 
the farmer and is more sincere about his program than is the present 
Secretary of Agriculture. 

Mr. Tuatcuer. I respect your opinion, but I consider it my duty to 
agriculture, to you, and to the public, to point out the shortcomings of 
the present proposals before the damage. 
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Mr. Anpresen. We thank you, Mr. Thatcher, and your associates 
for the constructive statement that you have give to our committee. 

Mr. Tuarcuer. Thank you very much, Mr. Chairman. It is the 
first opportunity that I have had to discuss these matters in over 2 
years. 

Mr. Anpresen. You will submit for the record the statements we 
requested, and i, you want to have any additional statements you 
might give them to the clerk of the committee so that we can include 
them as part of the record. 

Mr. ‘THarcner. Mr. Chairman, as I remember it we are going to 
present a statement to you with respect to strengthening section 22 
and something on the parity formula. 

Mr. Anpresen. That is right. 

Mr. THarcuer. Thank you very much. 

(The following statement was submitted to the committee :) 











STATEMENT IN SUPPORT OF THE TWO-PRICE SysteM, SuBMITTED RY S. Howarp 
EVANS, PRESIDENT, NATIONAL DECENTRALIST INSTITUTE, Easton, PA. 


Without making any claim to expertness with respect to any agricultural 
commodity, I am submitting this statement in support of the position taken by 
the chairman of this committee in a speech before the National Farm Institute 
at Des Moines, on February 20, 1954. In that speech he said, “I believe that for 
such crops as wheat and cotton, a two-price system such as I have been discuss- 
ing, will more nearly fill the bill, * * *.” 

I wish to offer a philosophy which will support his position. It has been in 
process of development for more than 20 years. Events occurring during that 
interval have served to confirm the philosophy and to demonstrate that it can 
be helpful, not only to agriculture but also to the entire economy. 

The key to this philosophy is the concept of the flow of wealth. Practically 
every business index important enough to be reported regularly in the press 
and in trade journals, has to do with the flow of wealth. Consider some of them, 
freight-car loadings, steel-ingot production, cattle shipments, grain and cotton 
production, bank clearances, etc. These indexes have nothing to do with owner- 
ship or control. They relate directly to movement or flow. 

It is on the basis of such indexes that economic predictions are made. If the 
reports indicate that adequate supplies of farm products are moving up from 
fertile valleys and wide plains, that mines are pouring out their precious prod- 
ucts in good volume, that factories are continuing to make sizable amounts of 
salable merchandise, and that retail sales are at high levels, then the Nation 
is said to be in a healthy and prosperous condition. If the figures show that the 
flow of wealth has been checked, for whatever reason, economic stagnation 
occurs. Depression, unemployment, and social unrest spread among the people. 
There is no escape for anyone. 

Obviously, if the flow of wealth could be so regulated that the reports con- 
tinuously indicated progress and prosperity, the great problem of national 
security and stability would be solved. Some of the questions now before your 
committee would have less urgency. But such perfection of controls thus far 
has been found impossible. Many economists believe that it will remain impos- 
sible. As they see it the flow of wealth is made up of so many streams from such 
a variety of sources, that no controls can be established over all of them. 

Others are more optimistic. Recognizing that there is a flow of wealth, 
they conclude that it must be in accord with some kind of law which is sus- 
ceptible to discovery, providing men will search diligently for it. 

These optimists draw comfort from the success already attained in flood pre- 
vention and drought control. While engineers have worked on many rivers and 
found no two alike, they have developed knowledge which erfables them to deal 
effectively with almost any kind of stream, They know that much less can be 
accomplished by dredging and dikes at the mouth of a river than by dams and 
retaining walls on tributary streams near the source of flow. Their experience 
enables them to calculate quickly how many dams to build under given circum- 
stances, where to place them, and how high they must be to control a given 


volume of water. 
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Of course the flow of wealth is much more complicated than the flow of water. 
Wealth has no fixed channels. It has no single source, no visible beginning or 
ending. Sometimes it lacks a definite direction of flow and instead has various 
types of goods moving simultaneously in opposite directions. Therefore, any 
attempt to regulate it would require techniques very different from those used 
on water, 

Actually there have been an increasing number of attempts to control the flow 
of wealth. The most significant of these, from the point of view of national sur 
vival at least, was the effort of the War Production Board during World War II 
It began with a system of priorities similar to that used in World War I. How 
ever, it ended with a very different system. 

In the first war, less than 50 percent of the Nation’s productive capacity was 
required for military purposes. This meant that, when priorities were issued, 
there generally was more than enough available production with which to fulfill 
them. Under such conditions the system could hardly be expected to fail. 

World War II was a different proposition. It was total war. It involved neari) 
100 percent of the Nation’s productive effort. This meant that priority controls 
had to be extended to a wide variety of goods. It resulted in the issuance of 
priority certificates for certain commodities in amounts greater than the supply 
with which to meet them. There was no way to correct such a situation because 
priorities had to be issued in advance and without knowledge of how much pro 
duction would be available. 

This overdrawing of the priorities bank account led to serious conflicts. In 
one case it prevented the manufacturer of an airplane from getting the single 
essential part which was holding up his delivery to the Air Corps because that 
part was being delivered by its producer to a shipbuilding company which had 
an order of equal priority from the Navy. In some cases a single branch of the 
armed services was issuing priorities in competition with itself. As a result 
the priorities system became swamped. 

One final effort was made to save that system. It was based on the statistician’s 
approach which assumed that, if enough information could be centralized in 
Washington, programs could be developed to eliminate the conflicts and over 
drafts of priorities and thus allow the system to function. It resulted in the 
issuance of Priorities Regulation 10, which required manufacturers to report in 
detail the uses to which all of their products were being put. 

The regulation never became effective. Industry complained bitterly that in 
many cases the information required could not be supplied, that, even where it 
could, the cost of paperwork would be prohibitive, and that no evidence existed 
to show that WPB could organize itself to make good use of the information if 
supplied. This was not a reflection of WPB. It was rather a claim that any 
attempt on the part of Government to control a complicated production process 
by supervising the details of its operation is futile. It resulted in a search for 
some supplement to the priorities system which would make possible the 
necessary control. 

Priorities Regulation 10 deserves more than passing mention. It represents 
the collectivist philosophy of the method by which Government can solve all sorts 
of economic problems. It is typical of the procedure still being advocated and 
in some cases relied upon by Federal agencies to provide solutions to pressing 
national problems. Actually it can’t solve anything. It can only describe a set 
of conditions which frequently are out of date before the information about them 
has been gathered. To discard this entire approach is one of the best ways to 
make real progress toward the solution of basic problems in agriculture as well 
as industry. 

What WPB finally developed was the controlled materials plan. It gave up 
all pretense that any governmental agency could assign individual or group 
ratings and exercise control over each of the innumerable steps in the produc- 
tion process. Instead it attempted only to insure the flow of ample basic raw 
materials into selected channels of production. It assumed that, if a steady flow 
of necessary materials could be assured, essential manufacturing could be 
expedited and that, if the tlow of these materials were denied, unessential 
industries could be stopped. 

The plan worked. By its success it proved the soundness of the approach used. 
It established the principle that, for industrial production at least, there is a 
flow of wealth which can be controlled through the raw materials with which 
it is initiated. It raises the question of whether or not the same kind of an 
approach can be used to establish control over other economic processes. It may 
suggest to this committee some of the possibilities which the flow of wealth 
idea can offer to agriculture. 
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Historically there is support for this suggestion. Since the time of Adam, 
most of the people in the world have been dependent on the food and shelter 
produced from Nature. Even in nations where manufacturing and trade have 
become highly important, the production of wealth from Nature has continued 
to provide support for large segments of the population. 

Figures from the United States Department of Agriculture show that, in gen- 
eral, farm prices are the first to fall at the onset of a depression and the first 
to rise when recovery sets in. Such evidence has led many careful students 
to the conclusion that fluctuations in the business cycle could be lessened and 
prospects for a continuing prosperity increased if the flow of these agricultural 
products into the domestic market could be stabilized. 

There is surprising evidence that the place to begin in the control of the 
economy is with the raw materials which come from Nature. While capital, 
labor, and various other interests may point to the essentiality and economic 
interdependence of all, and to the fact that each is affected by what happens 
to the others, none can claim that it is basic to the flow of wealth. None can 
pretend that it stands at the beginning of that flow and creates a foundation 
for it. None offers a means of controlling the entire economy in the same way 
that the controlled materials plan gave the War Production Board a key to the 
regulation of industrial production. None can compete with raw materials as 
the place to make a beginning. 

At this point it may be well to face a whole series of the questions certain 
to arise. Suppose there is a flow of wealth. Suppose agriculture is basic to it. 
Suppose controls have been possible over certain aspects of that flow. What 
does that prove? Isn’t this concept in conflict with natural law, such as the 
law of supply and demand? Isn’t it dangerous to the economy? Doesn’t it put 
tremendous power in the hands of a few men? Doesn't it involve the kind of 
political action which can lead to dictatorship? 

Every one of these questions is good. There has been enough experience with 
economic manipulation to justify them and the fears they represent. But they 
are applicable to all manmade controls as much as to the flow-of-wealth idea. 
Indeed, these questions are more appropriate with respect to the controls now 
being used in agriculture because they have demonstrated how they can upset 
the rest of the economic system and how they can create new problems almost 
as severe as the ones they were designed to solve. The present controls have 
proven that they have no potential of achieving the mastery over agriculture 
that the controlled materials plan, through control over the flow of raw mate- 
rials, was able to achieve in industry. 

It should not be difficult, using the flow of wealth idea, to design a system of 
farm controls which would be much more efficient and less objectionable than 
those now in use. Perhaps the first step toward such improvement would be the 
abandonment of acreage controls and the adoption of controls stated in terms of 
bushels, bales, pounds, or other appropriate terms. 

The use of acreage as a basis for control is bound to be misleading. Acreage 
is only one of a number of factors having to do with the supply of farm products. 
Small acreage in a good growing season can result in bumper crops, too large for 
the market to absorb. This results in the kind of surpluses which are plaguing 
us today. On the other hand large acreage in poor growing seasons might pro- 
duce too little for our needs and leave the Nation facing shortage. 

Some of the other methods of agricultural control which actually have been 
put to use, have been worse. That is one of the reasons why so many persons 
have been skeptical of controls of any kind. That may be why your chairman 
spoke out so strongly in Des Moines in favor of the two-price system. 

The two-price system has great merit. It can be reconciled to the flow of 
wealth idea. It can be made compatible with the law of supply and demand. 
It can be operated with little if any Federal subsidy and with an absolute mini- 
mum of political interference. It can overcome most of the objections which 
people have had to agricultural controls. 

Do such claims sound exaggerated? Let’s put them to the test. And let’s 
begin with the toughest test—that of making the two-price system compatible 
with the law of supply and demand. 

First let’s understand clearly what the two-price system does. Economically 
speaking its purpose is to make a distinction between production and supply. 
Such a distinction is necessary because, as evidence before your committee 
shows, our Nation has the capacity to produce more than our people can con- 
sume. To allow in the domestic market everything our farms produce is to 
disorganize that market and to disrupt the economy. There has to be some way 
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to permitting in the domestic market only that amount of goods which the mar- 
ket can absorb at a profitable price. And the only way to do that is to make 
a distinction between production and supply. 

There is nothing new about this idea. It has been used almost since the 
founding of the Republic. It has a long and honored precedent in the device of 
the protective tariff. The tariff has continuously and successfully made a dis- 
tinction between production and supply. It has said to foreign producers, 
“make as much as you please. What you produce is not supply for our markets.” 
The tariff has acted as a barrier to foreign goods. The practical result has 
been to control, at least in part, the supply of those goods which can be offered 
for sale in the domestic market. 

The tariff applies only to imports. It can have no beneficial effect on cotton, 
corn, wheat, or any of the farm crops in which we have an exportable surplus. 
To derive for these crops the advantage which the tariff gives against imports, 
we must find a way to make an equally effective distinction between their pro- 
duction and supply. That means simply the discovery or development of some 
domestic equivalent of the tariff. 

Such a device would permit farmers to produce controlled crops to their 
heart’s content without Government restriction or regulation. But their total 
output would not be admitted to the domestic market. Only enough would be 
admitted to satisfy the domestic demand. 

In a moment I shall suggest a plan by which this can be accomplished through 
the application of the flow of wealth idea and without upsetting established 
economic practices any more than the tariff has been upsetting the American 
economic system during the past 150 years. But let me first answer the one 
question which is so obvious that it needs to be disposed of immediately. It 
is this: “If this idea has merit, why hasn’t it been tried?” 

The answer is largely political. While it is easy to tell a foreigner that his 
goods will not be permitted in our markets, it takes real courage for Congress 
to pass legislation telling American farmers that, while part of their crop will 
be permitted in the domestic market at a good price, the rest must be exported 
and sold at a world market price which may be lower. That kind of a program 
has to be acceptable to the voters. It has not been acceptable to them hereto- 
fore because there has never been a philosophy such as the flow of wealth idea, 
with which to support it. 

Now for the suggestion of one plan which would make possible the applica- 
tion of the flow of wealth idea to farm products. It would require a minimum 
of legislation. It would not control the production of anything. It would 
leave the farmers free to make their own arrangements for the sale of their 
crops. But it would set up a mechanism to limit the amount of their product 
which could be put to use in the domestic market. 

There are various ways in which this result could be accomplished. One 
which seems to be completely compatible with our republican form of govern- 
ment and with capitalist economics, would involve three essential steps as 
follows: 

1. THE ESTIMATED ANNUAL REQUIREMENT 


An estimate must be made annually for each farm product subjected to control, 
indicating what quantity is required to meet the needs of the domestic market. 
The preparation of this estimate is much easier than it sounds. The Depart- 
ment of Agriculture already has or can get easily, full information about the 
production and domestic consumption of each product oyer a period of years. 
From this data it should be possible to calculate an annual requirement at least 
a year in advance. The administrative arrangements for making the estimate 
should be left to the agency which has the facts available. The law should go 
no farther than to place responsibility for the estimate, fix the time by which 
the estimate is to be announced, indicate the period for which the estimate is 
to remain in effect, and make the declaration that the estimate is official for 
all purposes of control. 


2, THE DOMESTIC MARKET QUOTA 


Once the estimated annual requirement for any commodity has been estab- 
lished the problem becomes one of assuring the availability of that amount as a 
minimum, and preventing entry into the domestic market of amounts exceeding 
that requirement. 
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The first step is to break down the estimated annual requirement for the Nation 
into quotas for individual States and counties. The simplest method of making 
this calculation is by percentages. If, on the average, 45 percent of the Nation’s 
production of cotton is consumed in the United States, each State and county 
should be given a quota for the domestic market of 45 percent of its average 
cotton crop. These quotas, once ealculated, should be stated in terms of actual 
amounts rather than percentages because a fixed percentage of a poor crop might 
not fill the estimated national requirement while the same percentage of a 
bumper crop might flood the market. 

The second step is the difficult one. That is, passing on to individual producers, 
their share of the county quotas. This can involve a number of important policy 
determinations. For example, in connection with the use of agricultural land, 
there must be provision not only for the mathematical assignment of quotas but 
also for preserving the fertility of the soil, creating opportunities for new 
sources of production to receive quotas, ete. 

Basic determinations on all policy matters would have to be made by Con- 
gress in its legislation. The application of them to each county would be a 
matter of local adaptation. Perhaps Congress could get a maximum of sim- 
plicity into its legislation and accomplish its purpose, by a proviso in the law 
requiring each county to set up its own machinery for assigning its quota and 
providing that any county which fails to make such assignment before a given 
date, loses its quota. Approval of the country plan by a vote of more than three- 
quarters of the producers affected, might be a requirement. 


8. SALES UNDER THE QUOTA SYSTEM 


Any farmer coming under the quota system would have to divide his pro- 
duction into two parts: that permitted in the domestic market and that classified 
as overquota production. Each would have to be kept under separate identifica- 
tion until its final disposition. So long as the identification is maintained and 
no possibility exists that overquota production can enter the domestic market, 
there is no need for any further curb on the freedom of the producer to sell 
his crops in any way he sees fit. 

Under such a system, regardless of fluctuations in production, the supply and 
demand of farm products could be kept in substantial balance. This could not 
fail to help stabilize the price and at a level which would return a profit to the 
producer. It would make unnecessary the costly and futile subsidy program 
now in effect. It would minimize the administrative organization required by 
the Government and the political power generated by the authority to grant or 
withhold subsidies. 

If some kind of group action proved to be desirable or essential to the orderly 
marketing of any of the commodities selected for this kind of control, the law 
could authorize creation of producer’s organizations to take over such operations. 
The Government itself would not need to become involved. 

In closing, may I indicate that I am aware as you are that some of the latter 
parts of this statement represent an oversimplification. This was done deliber- 
ately for purposes of greater clarity. It was to demonstrate that the flow of 
wealth approach is essentially sound, even though some of the details of it may 
have to be modified to meet particular situations which exist with respect to 
specific commodities. It was to offer a philosophy and a program of action which 
ean be used not only to improve the lot of the farmer but also to help stabilize 
the entire economy. 


Mr. Anpresen. The committee stands adjourned until 10 o’clock 
tomorrow morning. 

(Whereupon, at 12: 25 p. m., the committee was adjourned, to recon- 
vene at 10a. m., Friday, March 26, 1954.) 
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FRIDAY, MARCH 26, 1954 


House or REPRESENTATIVES, 
ComMMITTEE ON AGRICULTURE, 
Washington, D.C. 

The committee met at 10 a. m. in the committee room of the House 
Committee on Agriculture, the Honorable Clifford R. Hope presiding. 

Members present: The Honorable Clifford R. Hope, August H. 
Andresen, William S. Hill, Charles B. Hoeven, Ralph Harvey, Harold 
QO. Lovre, Page Belcher, Clifford G. McIntire, George M. Grant, E. C. 
Gathings, Thomas G. Abernethy, W. M. Wheeler, Clark W. Thomp- 
son, and Paul C. Jones, 

The Cuarrman. The committee will come to order. 

We have with us this morning as the first witness a man who is not 
a stranger to our committee. He has been before us before. We are 
always glad to have him with us and to have his ideas and suggestions. 
We are happy to welcome you back to the committee, Mr. Doane, and 
we will be glad to hear from you at this time. 


STATEMENT OF D. HOWARD DOANE, CHAIRMAN OF THE BOARD 
OF THE DOANE AGRICULTURAL SERVICE, INC., ST. LOUIS, MO., 
ACCOMPANIED BY WALTER GARVER, MANAGER OF THE 
AGRICULTURAL DEPARTMENT, UNITED STATES CHAMBER OF 
COMMERCE 


Mr. Doane. My name is D. Howard Doane. I am chairman of the 
board of the Doane Agricultural Service, Inc., St. Louis, Mo. I ama 
director of the Chamber of Commerce of the United States represent - 
ing agriculture, and I am a member of the chamber’s agricultural com- 
mittee. I live on and operate my own farm in central Missouri. 

I have with me this morning Mr. Walter Garver, who is manager of 
the agricultural department of the chamber of commerce. 

The national chamber is a federation of 3,100 State and local cham- 
bers of commerce and trade associations, with a total of 21,000 busi- 
ness firm members, and an underlying membership of 1,680,000 busi- 
ness firms and individual businessmen. 

The national chamber has from its inception maintained a deep 
interest in agriculture. Many of our cities derive the majority of their 
income directly and indirectly from agriculture. In my own city of 
St. Louis that figure is 64 percent. No widely representative group of 
city businessmen can gather together for a discussion of the welfare 
of their businesses without sooner or later finding themselves consid- 
ering the ups and downs and the future of agriculture. 
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Our membership has evidenced an understanding of this mutual in- 

terdependence in this general statement of policy— 
* * * many people fail to realize the common stake between farmers and other 
businessmen in maintaining free enterprise and a resulting strong economy. 
The future of our Nation may well lie in parallel or joint action in public affairs 
by farmers and other businessmen. A great challenge exists, therefore, in our 
country to achieve a complete understanding of their mutual interests, and of 
the problems peculiar to each. 

Let me now turn to some of the specific issues before this committee. 
I quote again from the chamber’s current policy statement on agricul- 
ture adopted in 1950: 

Price supports, which should be used only in emergencies, must be flexible and 
at levels which will not stimulate increased production leading to unmanageable 
surpluses. Surpluses beyond a reasonable margin of safety are potentially dan- 
gerous not alone to agriculture but to the rest of the national economy. 

High price supports must be avoided because to maintain them the Govern- 
ment inevitably will be obliged to enforce controls which may lead to the com- 
plete regimentation of the farmer. 


It is because of this belief and long-standing policy that the chamber 
comes before this committee to support the principles and intent of 
the administration’s farm program. 

The search for stability in agriculture has been a long and con- 
tinuing one. Stability is difficult if not impossible unless there is some 
reasonable balance between output and use. The basic long run prob- 
lem of agriculture is to establish and maintain such a balance. 

It would be a tragic oversimplification to hope or to expect that 
flexible price supports alone can or will, as a panacea, restore the 
balance that is indispensable if agriculture is to avoid the lot of an 
“invalid” industry. Other tools must be used in achieving and main- 
taining balance and stability. 

But in spite of these limitations we feel that it is imperative that 
the farm program move in the direction of adjustable or variable 
prices. We do not see how it can be denied that both production and 
consumption do respond to price levels. Prices unavoidably are re- 
lated to costs in the operations of farmers. In our whole economy 
this relationship, through incentives and attrition, is the medium 
through which our whole complex economy communicates its values. 
Price is not only the common language, it is the only effective 
language. 

In agriculture the levels of prices have important functions in re- 
storing balance. Prices are necessary to increase consumption of 
some commodities both at home and abroad. Demand, the farmers’ 
customers, must be won back to our products. Proper pricing is : 
necessary tool in this effort. Other measures will be required, but 
realistic pricing cannot be ignored if the effort is to succeed. 

Among the different farm commodities themselves variable prices 
are necessary as production guides as to how the farmer’s efforts are 
to be distributed. Changing prices and the relationships between 
them offer the only dependable measure to keep agriculture working 
toward a balance within itself. Attempts to find substitutes for vary- 
ing prices result in schemes that are crude, inferior, and that depend 
too much upon politics and short-run pressures. 

Fixed and arbitrary pricing bring inevitable controls. We are well 
aware of the fact that if the Government offers any form of price sup- 
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ports to farmers for their products the Government must have more 
than one tool for controlling production. 

If the fundamental objective of farm programs is to improve 
farmers’ profits, there are three major factors controlling farm profits 
that must be brought into the program. They are: V olume, price, and 
costs. The control of only one will not achieve the desired objective. 

If controls are to work, a control in theory must also be a control in 
fact. Acreage limitation is an illustration of a type of control that in 
fact does not control. To be even temporarily acceptable to farmers 
controls must appear to allow farmers a maximum latitude for making 
farm management decisions vital to the success of their operations. 

Yet the whole basis of fixing a support level is monopoly pricing, 
monopoly in the technical economic sense that total value of output is 
increased by reducing supply. If the Siamese twins of high-price sup- 
ports and limited production are to be the main tool of farm policy a 
healthy balance between production and use in the farm economy as a 
whole can be achieved, if at all, only by a continuing expansion of con- 
trols from enterprise to enterprise, from commodity to commodity. 
Finally the last remnant of capacity in excess of demand at the mo- 
nopoly price has to be denisemel 

We believe that there are two consequences that flow from this 
process. The first is that as the reins are tightened farmers themselves 
will find the program onerous and unacceptable. Therefore, and sec- 
ond, they will be driven to every ingenious resource at their command 
to escape the restraining effects. Thus the program will not work; 
along the line it will inevitably break down. The present problems of 
what to do with diverted acres are but a glimpse of the Pandora’s box 
of troubles in this connection. 

These considerations may sound elementary. But we believe sin- 
cerely that they are fundamental considerations that are too much ig- 
nored or glossed over in discussions of farm policy and program. We 
believe that these are principles that farmers and their spokesmen can- 
not afford to ignore if agriculture is to be strong and free. 

It seems to us, therefore, that the administration proposal to embrace 
the principle of flexible prices as the basis for farm programs is in 

recognition of these fundamentals, and that the acceptance of the prin- 
ciple of flexible pricing is an indispensable condition to a healthy, 
balanced, stable, free, and prosperous agriculture. 

Set-asides: It is our judgment that the proposal to set aside from 
— support calculations a substantial part of the presently accumu- 
lated stocks of some commodities is a necessary step and as such the 
chamber supports it. The accumulated stocks are the consequence of 
policies made necessary as war and postwar measures. The stocks 
were acquired in carrying out commitments arising from those poli- 
cies. We see no need to blame government or farmers for these stocks, 
the acquisition of which has served its purpose. Such stocks should not 
be left indefinitely as a millstone around the neck of the farm program 
to prevent flexible prices from serving as a guide to future production. 

However, we think it is realistic to recognize that too much can be 
expected from the proposed set-asides. They are desirable in theory 
if they can be made to work in practice. We must remember that no 
product is marketed until it reaches the final consumer. Simply send- 
ing it to him by a different route does not really remove it from the 
market. 
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Unless accompanied by sound policies that lead to balanced agri- 
culture the effect of the set-asides could be quickly dissipated. We 
hope the set-asides will be skillfully and intelligently used like a sur- 
geon’s knife, and not as a magician’s mirror to create an economic 
illusion. 

Because of the difficulties in handling the set-aside commodities we 
believe that the methods of disposal or outlets available to the Secre- 
tary of Agriculture should be very broad. We would suggest for con- 
sideration the changing of farm products from edible to industrial 
uses, and close grading or the upgrading or improvement of products. 

Modernized parity : We support the administration proposal to put 
all commodities on the modernized basis as per schedule in present 
law. Since parity has a historical base, parity always looks back- 
ward. Because of this, justice is achieved on individual commodities 
only if the base period was one in which reasonable balance and sta- 
bility prevailed with respect to such commodities. 

Both the production and consumption of many farm commodities 
have experienced great and dynamic changes. These have come from 
our changing technology, from changing « consumer preferences, and 
the development of new commodities that have displaced others. 
Parity therefore should not look backward so far as to overlook these 
changes. 

Because there is a degree to which many farmers make some choice 
in the commodities they produce it is important that the relationships 
between commodity prices, their supports, and therefore their parities 
be realistic in reflec ‘ting the forces of supply and demand and tech- 
nology against which the commodities must be marketed. 

Parities must guide agriculture toward adjustment and stability, 
rather than away from them. They must take into account and be 
based upon the real forces at work. Since corn is one of the four com- 
modities still on the old base parity, we may illustrate the importance 
of relationships between commodities by reference to the hog-corn 
ratio. 

Using the old parities, the hog-corn ratio is frozen at 11.3 bushels. 
For the 10 years 1943-52 the ratio from actual prices was 13 bushels. 
The ratio using modernized parity ranged from 12.5 to 13.5 bushels. 
If price supports had been key factors in the prices of the two com- 
modities during that period the ratio of the old parities would have 
greatly overpriced corn. This leads us away from stability, not to- 
ward it. 

Gradual transition: We support the administration’s proposal to 
make the transition to modernized parity on a gradual basis. As a 
practical approach this seems intended to minimize disturbances, to 
encourage stability by making changes gradually. 

We would like to point out, however, that gradualism, if applied 
to other parts of the program, may cost more than it is worth. Giv- 
ing time, or buying time, may aggravate maladjustments if the time 
we buy is not used in promoting adjustment. A year ago the Secre- 
tary of Agriculture in extending 90 percent price supports for dairy 
products indicated tha the extension was to give producers time to 
come up with a program of adjustment. This was in response to 
the request of producers and their spokesmen. Yet today the num- 
ber of cows and the output per cow are larger than they were a year 
ago. 
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The placing of limitations as to the amount of price adjustment in 
any one year tends to defeat the very objective for which the flexible 
price is established. No efficient farmer would cut the planned vol- 
ume of a given commodity for no greater reduction than 5 percent 
or less of a previous price which to him was already profitable. The 
Secretary must have wide discretion in this matter, depending on the 
volume of product in surplus and the margin of profit, if any, pro- 
ducers have at the time the adjustment becomes effective. 

Expansion of markets abroad: We endorse the emphasis the ad- 
ministration places upon the expansion of farm markets abroad. We 
assume that this means the expansion is based upon mutual advan- 
tage, and that it is to be done as part of the larger program of increas- 
ing economic interchange among the nations of the world wherever 
feasible. A substantial volume of farm exports is vital to the pros- 
perity of an important part of the American agriculture. 

Conservation on diverted acreage: We support the administra- 
tion’s stress on the basic objectives of conservation in any diversion 
of acreage from production which may become necessary. We would 
urge that such uses be not only related to the basic objectives of con- 
servation, but also that the diverted acres be used to achieve a maxi- 
mum of conservation on them. 

Wool: We support the administration proposal of a special pro- 
gram for wool. The wool problem is a complex and difficult one. It 
is an important strategic commodity but we are a deficit nation in 
wool. The special treatment proposed seems to us justified in the 
light of these facts. 

Research: We would like to commend to the consideration of this 
committee the importance of expanding agricultural research as a 
primary tool in strengthening agriculture. Expanded research is 
needed in the development of new uses and the discovery of new proc- 
esses for using farm products. The future will challenge us for this 
progress. It will also demand of us new commodities and new varie- 
ties of existing commodities if farming is not to become static and 
stagnant. 

Few persons realize that 150 plant species produce nearly all 
United Staes crops. Plant species native to the United States and 
Canada are not more than 15,000, while identified plant species of the 
world number more than 300,000. We suggest therefore that more 
emphasis be placed on the introduction of new plants to help in the 
constructive development of American agriculture. 

Much greater research is needed to improve efficiency in our mar- 
keting system. It is our belief that the contributions that research 
can make to the future strength and stability of agriculture are not 
properly appreciated. We believe that public expenditures in this 
direction will pay off many times over the outlays for price support 
and control programs. 

In conclusion, we wish to emphasize that we have come before you 
as representatives of a broad cross section of the entire business com- 
munity, including important agricultural segments, and not as spokes- 
man for any particular group. 

The chamber finds itself in general agreement with the overall pro- 
gram and approach suggested by the administration. We endorse 
it enthusiastically for the reasons we have outlined, because we believe 
it embraces a sound and constructive approach to the problems of 
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agriculture—because it is based upon sound principles that promote 
the real and permanent strength of agriculture—because it will be 
in the best interests of farmers for the years ahead, and because it 
will serve best the entire economy and all of our citizens. 

The Cuatrman. We thank you very much, Mr. Doane, for your 
statement on behalf of the United States Chamber of Commerce. I 
think some of the members would like to ask you some questions. 

Mr. Andresen ¢ 

Mr. Anpresen. Mr. Doane, I would like to begin at the end of 
your statement because that is freshest in my mind, on the subject 
of research. During the time that I have been on the committee, 
which extends over a period of years, I do not know of any group in 
the country that has done more to advance and to have legislation 
passed to extend and expand the research program of the Govern- 
ment. I think you will probably agree with that. 

We are appropriating probably $60 million or more for research 
every year. We did put through a bill a few years ago, and it is now 
law, in which it provided that research should be conducted to find 
new plants over the world that could be experimented with. I re- 
member the castor bean. That was a poor crop, where we were im- 
porting most of the castor oil, and I remember the experiment in 
rubber, the plant and others planted here, and the facts presented to 
this committee demonstrated that we could raise many of these crops 
that we were then dependent on from other parts of the world and 
which because of the war we were unable to get. 

Many of these projects of research have been abandoned. They 
were abandoned several years ago, after the war, because the policy 
then was, of the then administration, that we should not go into 


the premertion of new crops here in the United States because it 


would interfere with the production in some other country and its 
sales to the United States. I know that many members of the cham- 
ber of commerce took that attitude. They said that we had to provide 
dollars for these importing or exporting countries for the commodi- 
ties they were sending to the United States. I note that you are re- 
versing that position of the chamber. What have you to say about 
that ¢ 

Mr. Doane. I would say that my experience with the chamber, 
which goes back to about 1949, is in keeping with what I am now 
saying. I presume the chamber reserves the right to change its mind 
as the circumstances may indicate. If they took the position to which 
you refer, it must have been prior to the time of my association with 
the Agriculture Committee. 

Of course, you must remember that there has been some introduction 
of crops in this country that have become a tremendous success. It 
was not very many years ago, and I can remember it in my own prac- 
tice, that we looked upon soybeans as a new crop. But what it has 
done to American agriculture needs no discussion. 

Mr. Anpresen. That is probably due to some of the activity here on 
this committee in encouraging us to begin producing’ soybeans in the 
United States. And of course it has become a tremendous oe in this 
country and has displaced wheatland and cornland and held down 
the surpluses, and I suppose if it had not been for the development of 
the ni, in corn, in particular, we might have had a deficiency of corn. 
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I think the hybrid seed has done a great deal to expand the yields, 
at least, and develop better corn here in the country. I am thankful 
for the suggestions you bring in here for developing new crops in the 
United States. I am glad that a United States representative of the 
chamber has come out for that program because I think it is a good 
program and it is something that will help statewise, the agricultural 
economy of the country and put us in a position where we will not be 
so much dependent on other countries in the event of another war. 

Mr. Doane. I am well aware of your interest in that subject over 
a good many years. Personally, my thinking has been very much 
along the lines you have indicated. 

The CuHatrman. I think it should be said here also that Mr. 
Andresen is the father of that part of the Research and Marketing Act 
which does emphasize that phase of research. 

Mr. Anpresen. There are a good many provisions in that bill. Our 
committee was unanimous for expanding research and providing more 
money in that field. It is my experience of the last 25 or 30 years that 
a great deal of our research has been directed in the line of producing 
more and finding better seed, and it has largely been developed along 
the line of production. 

Very little, if anything, has been done to conduct research in the 
marketing and distr ibution of this tremendous production that we have 
secured. I would like to see at least half of the research staff devoted 
to finding markets and new uses for the agricultural commodities that 
are produced, rather than to continue to increase production. 

What do you think about that ? 

Mr. Doane. I think that is a very sound statement and one to which 
I give complete accord. You may recall that at the instance of this 
committee I headed a study group in research some 3 or 4 years ago, 
and we went into that with a great deal of detail and I think the con- 
clusions of that study group ‘at the same time were in keeping with 
what you have just ss aid. 

There is no question but what that is the point of particular em- 
phasis. The difficulty comes, however, in determining where produc- 
tion ends and where marketing starts. Because sometimes we find 
that marketing has stopped because we have a disease back home in 
the production problem. Until we can get rid of the disease, which 
disfigures the product, or changes the c olor or puts spots on the product 
that is to be marketed, it becomes unmarketable and we must salvage 
back home in the production area. 

But the necessity for emphasizing marketing of course I think can 
bear no reasonable argument to the contrary. 

Mr. Anpresen. I hope that your organization will stress with the 
research agency that they had better do more work on the marketing 
and consumption of the products that are produced in agriculture as 
one of the important methods to help out with the agricultural surplus 
problem. 

Mr. Doane. As long as I am a member of the agricultural commit- 
tee of the chamber of commerce, I guarantee there will be one voice in 
favor of what you said. 

Mr. Anpresen. I am glad to have you as a member of that commit- 
tee, and also to have you appear here. 

Mr. Doane. Thank you. 
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Mr. Anpresen. I have one other point that I want your opinion on. 
I notice that you have stated that the chamber prefers a gradual change 
in the reduction of support prices. Am I correct in that interpreta- 
tion ¢ 

Mr. Doane. Yes, sir. 

Mr. Anpresen. I believe you recommended 5 percent a year. 

Mr. Doane. I do not think we veennmabadel any figure. We said 
that the idea of moving from one price-support level to another in a 
gradual manner would be the least upsetting to agricultural interests 
and was in the direction of fairness. 

Mr. Anpresen. On page 7 you referred to 5 percent— 


For no greater reduction than 5 percent or less. 

Reading the whole sentence you say: 

No efficient farmer would cut the planned volume of a given commodity for no 
greater reduction than 5 percent or less of a previous price which to him was 
already profitable. 

Mr. Doane. I try to think of that in terms of my own operation on 
my own farm. If I am producing efficiently it will take more than a 
5 percent reduction in support price to defer me from continuing my 
operations. What we are trying to say here is that the Secretary 
should have enough latitude that he can make that percentage figure 
greater under certain circumstances, because while it might be effec- 
tive in some instances, it could be entirely ineffective in some other 
instances, 

And then most farmers have a 5 percent variation in the market 
that they seek. I have frequently found that I can market certain of 
my products by going 10 miles north and get a 5 percent differential 
by going 5 or 10 miles in the opposite direction to a market that is 
already available to me. 

Mr. Anpresen. Of course if all farmers would do as you do, then 
it would bring the price down in that market and pay 5 percent more. 

Mr. Doane. That is the way it would seem. 

Mr. Anpresen. You happen to be a very good farmer and excellent 
businessman, and that may account for your success. 

In the same section, beginning on page 5, the second paragraph, you 
refer to the 90 percent price support for dairy products that the Secre- 
tary established a year ago. 

Mr. Doane. Yes, sir. 

Mr. Anpresen. Do you feel that the transition there in reducing the 
parity support price for dairy products should be 5 percent or more in 
any one marketing year ? 

Mr. Doane. I am glad you asked that question, because the rela- 
tionship of price to the moving of our products is quite important, not 
only in moving them but also in producing them. And in trying to get 
some evidence that would have a bearing upon that I looked up a few 
figures and I find that the relationship of price that farmers get for 
their milk products, total, on a nde pound per milk basis, seems to 
be in reverse to the volume which they produce. 

Take the great State of Wisconsin in terms of its production, it be- 
ing, of course, the leading production State, producing almost 15 bil- 
lion pounds of milk a year, their average price in 1950 was $3.15. In 
Minnesota, a State not unlike it in terms of large volume, toward the 
top, 8 billion pounds, $2.78. And in Iowa, another high producing 
State, 6 billion pounds, a little over, $2.74. 
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Then I turn to some of the States where production is very much 
less. Florida, where it is a 600 million onan lot, there they get $5.07 
for their milk. In New Mexico, 200 million, $5.62. And in other 
States, 100 million, $6.43. In other words, it appears from these fig- 
ures that the low price is not a deterrent to volume production. I think 
that many of the areas in many of our States would envy Wisconsin 
its reputation as a dairy State, even though in moving to Wisconsin 
to carry on their dairy operations, they would know that they might 
move from a $7 area to a $3.15 area. 

Mr. Anpresen. They may move to a $7.15 area but of course that 
would depopulate Wisconsin and these other States that you have 
sieinttienid: 

Mr. Doane. Yes, but it hasn’t. I notice there is no great rush of 
Wisconsin dairymen to Florida to produce milk. 

Mr. ANpresEN. Maybe they have their families producing milk and 
the father and mother going to Florida for the winter. 

Mr. Doane. If you are a dairyman in Wisconsin you can do that. 

Mr. Anpresen. I know that in Missouri, a good many people from 
St. Louis, in particular, come to Wisconsin to spend their summer. 

Mr. Doane. That is right. That shows good judgment, too. 

Mr. Anpresen. We are very glad to have them. You cited the dif- 
ferent prices that farmers received in different areas. There must be 
a shortage then in certain areas. Isthat the reason for it ? 

Mr. Doane. There may be area shortages. Of course in total we 
have no shortages currently. 

Mr. Anpresen. Not currently, because in the State of New York 
where they were getting between $4 and $5, and probably more a hun- 
dred for their milk, it is not possible for the farmers of Ohio and Illi- 
nois, and Wisconsin and Minnesota and Iowa to ship their milk into 
New York. 

Mr. Doanr. I had a report from Massachusetts awhile ago. They 
were talking about their shortages of milk in that area, and what they 
could do to get it increased. Almost immediately someone turned 
around and said, “Yes, but we have to be careful that we do not let this 
outside milk get in.” 

Mr. Anpresen. Right here in Washington, where they have a sort 
of a closed shop, without any marketing order, I know that many 
farmers have written me from the State of Ohio, for pra 1 that 
they would like to ship good grade A milk into Washington but they 
cannot do it. Do you think that it is advisable to have barriers with- 
in the United States between the producing sections of the country to 
stop them from shipping good quality merchandise into another sec- 
tion ? 

Mr. Doane. Of course as a principle, I am against those barriers. 
I certainly am. But the answer that we get when we make that state- 
ment is that if a given area has set up the requirements for produc- 
tion so high that it has made me spend, as they do in one State if you 
carry out the recommendations of the health authorities, $1,200 per 
cow to put up a modern dairy plant. 

And then if I am one of the men who has spent this $1,200 per cow, 
have in competition the dairy operators where they spend very, very 
much less than that, I am inclined to feel that it is unfair to me where 
I have been required to spend this $1,200. 
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I still will stick by my first statement as a principle. But I also 
see the logic of the man who has had to spend the $1,200. I feel that 
he has some right to protect that investment. That is an unfortunate 
situation. 

Mr. Anpresen. Do you then favor a proposition where we would 
put up barriers between the different areas in the manufacturing field ? 
The same principle applies because it would take care of local labor 
and local capital. Why wouldn’t it be all right then to say that the 
manufacturers in Michigan could not ship automobiles into the State 
of Wisconsin or the State of Minnesota? We would just have our own 
plant out there. 

Mr. Doane. Of course that is in support of my first statement with 
which we are in agreement. 

Mr. Anpresen. Can you not reconcile your principles and put it 
into actual reality so th: at we can have free flow of commerce on ever y 
commodity, including milk, in all sections of the United States? 

Mr. Doanr. When I have to choose between a principle and a prac- 
tice, I will stick with the principle. 

Mr. Anpresen. I am glad to hear you say that. I have a bill on 
that. subject here and I am not particularly asking you that, but I 
know 6 difficult it is for producers in our area to ship into these 
large consuming areas, and certainly the economy there is tied into 
the prosperity and purchasing power of the dairy farmers of the 
whole country. 

Mr. Doane. We must remember also that your State and some 
neighboring States are also shipping milk now to Texas and Okla- 
homa, and not long ago I was in a southern Wisconsin dairy where 
they were shipping skim milk to St. Louis. So it is not entirely a 
barrier situation that prevents the development. 

Mr. ANpreseN. I notice that they are probably shipping in skim 
milk to St. Louis but St. Louis is selling butter to the Government 
under the support program, too. So there are a lot of inconsistencies 
in that program. 

Mr. Doane. That is right. 

Mr. Anpresen. I am glad to hear you state what your principle is 
on this very important matter, because it can expand to other 
commodities. 

Just one other question with reference to the support price on 
dairy products. You know our leading dairy State of the country 
is the State of New York, where they have produced more fluid milk, 
I believe, and get a larger income from the fluid milk that they pro- 
duce than any other State. 

Mr. Doane. But not more milk. Probably more gross income. 
The price is so much higher. 

Mr. Anpresen. It has been my contention, and I do not think that 
I am wrong, that the success of business, whether it be retail or manu- 
facturing business in any part of the United States, is directly tied 
in to the | purchasing power of the dairy farmers of this country, par- 
ticularly in the Northern States. 

Do you agree with that general philosophy ? 

Mr. Doane. I am in general agreement with the idea that there is 
a very distinct relationship; yes, sir. 

Mr. AnpresEn. I know particularly in the Midwest section where 
the dairy industry is rather large, in the manufacturing end of it at 
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least, there we find now that the business of the retailers, the machinery 
merchants and on down the line, has been depressed because the dairy 
farmers in particular are concerned over what the price is going to be. 

I receive as many letters now from members of the chamber of 
commerce, who are businessmen who want us to do something about 
it to maintain the purchasing power of our dairy farmers, so that these 
farmers will come in and buy the manufactured products, and the 
luxuries in addition to the necessities of life. The dairy industry is 
the largest in agriculture. Coupled with the livestock industry, it 
takes in I believe at least 19 or 20 percent of the agricultural income. 

[ am very hopeful that the chamber of commerce will be more con- 
cerned in the future about their own business and then turn around 
and advocate a reasonable prosperity, at least, for the agricultural seg 
ments of our economy so that. they may stay in business and avoid 
bankruptcy. 

Some of the communities in my district, in fact all of them in my 
State, are largely dependent upon the dairy farmers and their pur- 
chasing power. It does not take much for business to fall off if the 
farmers stop buying. I think that is generally true throughout most 
of the States of this country. 

My effort is directed to trying to keep business going by maintain- 
ing the purchasing power of our farmers and particularly the dairy 
farmers so that they can continue to maintain the whole economy of 
our country and avoid a depression. We do not want another depres- 
sion, because it is going to be such more expensive to get out of another 
depression than it would be to take a step now in the right direction 
and maintain the purchasing power of our farmers and the dairy 
farmers in particular, so that they can keep things going in this 
country. 

I asked you about this 5 percent in your statement, as to whether 
or not you thought that any reduction in the support price of dairy 
products should exceed 5 percent at this time during the transition 
period from war to peace. 

Mr. Doane. I would answer that by saying this—and I am very 
glad that you developed this point because I think there is where we 
have our thinking which sometimes needs rethinking: As a farmer I 
purchase from profits ; I do not purchase from price. Profits are a 
result of volume times price. Wisconsin is an excellent iMustration 
of it because of the tremendously high volume at a relatively low price. 
What is always difficult for us to see is to disassociate what we can 
spend as farmers to keep the industry of this country going. Our con- 
tribution to the industry is something that makes us think it is entirely 
a matter of price. If we lower the price and raise the volume, we have 
the same amount in the end. 

We have also the other factor of lower our cost of production. 

Mr. AnpresEN. Do you mean by lowering the price that you increase 
your production to maintain the same income / 

Mr. Doanr. I am saying that if I have large production perhaps 
I can afford to lower the price because my pr ofits will be just as good 
or perhaps even better. In other words, you cannot take either one 
of these three factors of volume, price and cost by themselves and 
say that they do or do not, any one of them, make for our prosperity. 
It is a combination of those factors because volume times price minus 
cost is profit. 
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Mr. Anpresen. I can go along with you part way on that. 

Mr. Doane. I have to purchase out of profits, don’t I? 

Mr. Anpresen. Either that or savings—former profits that you 
have saved. 

Mr. Doane. That is right. 

Mr. Anpresen. I think we are coming to a time, at least in many 
sections of the country, where they are now buying automobiles and 
other things either on credit or out of savings, not on present-day 
profits in some of the commodities. Of course I think we will all ree- 
ognize this : That the prices on things that the farmers have to buy are 
still relatively high. They are not coming down materially, where 
the farm income is coming down. 

Mr. Doane. That is right. 

Mr. ANpresen. Then most of our farms, at least in my section, are 
the family-type farms where they do not even have hired help; where 
they have a herd of probably from 10 to 20 milk cows and they are 
engaged in diversified farming, producing feed to feed their animals, 
and they have to keep going. They get their livelihood out of that. 
Whether they get a profit or not—and I do not think very many 
of them will get a profit under the proposed support price on dairy 
products— they have to either use up their savings or sell out, or go 
into bankruptcy, one of the two. 

But they do not like to do that. They have been living on those 
farms. I feel—and I do not want to inject my opinion into your 
argument—that in this transition period the transition should be 
more gradual in changing the support price. I and a good many 
others are advoe: rating that any reduction in the su »port price on 
dairy products should not be more than 5 percent of parity in any 
1 year. 

Is that unreasonable during this transition period ? 

Mr. Doane. It is not unreasonable if it will contribute to the un- 
doing of what has already been done that has got to be done some- 
time before we get out from under our difficulty in the dairy situa- 
tion. We are producing dairy products on the farms that we manage. 
It is our feeling that we have got to get this load off the market be- 
fore we can really get our house in order and go ahead and do a 
constructive job. 

Whether it should be 5 percent, 10 percent or 25 percent, I do not 
think that I should say at this time. But I do ea that one of 
the primary considerations is that we have got to remove the load 
from the market which tends to hold our prices down. 

Mr. Anpresen. Of course you know the load on the market was 
made by law ? 

Mr. Doane. Yes. And I am not blaming the farmers for it. 

Mr. Anpresen. And principally because the Congress here in 1950 
legalized yellow- saleaan oleomargarine, and the general sale of it, 
which has taken over more than one-half of the market. That was 
done by law. It was not done by the farmers. 

Mr. Doane. That is right. 

Mr. Anpresen. Seeing it was done by law and signed by the then 
President in 1950, do you not think that the farmers who are engaged 
in the dairy business are entitled to a little consideration ? 

Mr. Doane. Yes, sir. 

Mr. Anpresen. Rather than to have some official of the Govern- 
ment arbitrarily just cut their income down from 15 to 20 percent? 
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Mr. Wueeter. Will the gentleman yield at that point ? 

Mr. Anpresen. I am sorry, I will yield the witness in a little while. 
It is a fact, I know some of my cotton friends who supported the oleo 
law, the yellow -colored oleo law, they thought that they were goin 
to sell all of their cottonseed oil for oleo. They now wake up al 
find that 70 percent of the oil in oleo comes from soybeans that hap- 
pens to be raised in my section and a good many other sections of the 
country. 

But I do not think there is anybody who can dispute this statement : 
that the dairy industry is one cf the most vita) industries in this 
country not only for the health of the people, but also to our general 
economy. When we have legislation passed here putt.ng the dairy 
farmers out of business, creating this surplus because of people buying 
these substitutes, and certainly they are not as healthy as dairy prod- 
ucts, then do you not think that the dairy farmers ought to have a 
little lift to stay in the business, especially when you state it is costing 
them about $1,200 a cow to get a dairy farm and.produce good quality 
milk, and put up the building required by law ? 

Mr. Doane. He has had a year of it, and I am very much in accord 
with his having it. 

Mr. AnpreEseNn. Did you ever see any group of farmers come up with 
a program, either collectively or individually, to solve their own prob- 
lem? I have been on this committee 8 years and I find that in the end 
we have to hear about everybody, and then evaluate the expressions 
made before our committee and then we sit down and write what we 
think ought to be the law that will protect this great industry of agri- 
culture in all of its phases. 

Mr. Wueeter. Will the gentleman yield for a question ? 

Mr. AnprEsEN. You want to ask me a question ¢ 

Mr. Wueexer. Yes. 

Mr. Anpresen. No. You can ask me that in executive session. Am I 
sound in my argument that I have made to you as to the importance 
of the dairy industry to the country 

Mr. Doane. Yes. 

Mr. Wueeter. Will the gentleman yield for an observation ¢ 

Mr. Anpresen. No. 

If you think [ am sound then I am on the right track in order to 
maintain the business of this country, and keep labor employed, mak- 
ing automobiles and TV sets, and every other thing. It is refreshing 
to me to have a gentleman like you, a farmer, speaking for the cham- 
ber of commerce and expressing the views that you have, at least in 
principle. 

Mr. Doanr. Thank you very much. 

The Cuatrman. Mr. Thompson? 

Mr. THompson. Mr. Doane, I want to observe first of all that it is 
refreshing to have someone come here with the point of view that you 
have expressed. You sound like chamber of commerce people from 
my own district in Texas where they realize that in order for the com- 
munities, the towns, to prosper, they have to have some stability in 
agriculture. 

We thresh out many differences of opinion in this committee. 
Pretty soon I have to go home and talk to the people during Easter 
recess. I see on page 2 of your statement a phrase that caused a lot 
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of trouble and apprehension on the part of my people toward the 
Benson plan and the administration program. 

It says here “price supports, which should be used only in emer- 
gencies,” and so on. What is an emergency? What would constitute 
one in which we would have to use pric e supports 4 

Mr. Doane. Of course the most outstanding emergency that agri- 
culture has ever faced has been the long period 1920 to 1933, when 
we had a steadily declining price trend which probably would wreck 
agriculture. 

Mr. ‘THompson. A price emergency, or an economic emergency ¢ 

Mr. Doane. Yes; that is right. 

Mr. ‘THomeson. Would you consider that we are in one now ¢ 

Mr. Doanr. I guess on definitions, you know they say it is a reces- 
sion if I still have my job, and it is a depression if I have lost it. 

Mr. THompson. Please understand me, I am not trying to trip you 
or anything of the kind. I am truly trying to find a definition which 
1 can take back to my folks, and I hope it will be one that will ease 
their minds somewhat. Maybe it will help if I say that I do not think 
that the emergency you are thinking of is necessarily at hand. It 
may be one that you can foresee in the future. 

Mr. Doane. There is a factor that you brought out which a few of 
us understand, and that is the effect of a decline in price ina declin- 
ing period as against an ascending period of prices. I remember 
when we took over a cotton plantation in Mississippi and we got 20 
cents a pound for our cotton that year. 

Then it moved down to 18, 15, and 12, and I remember when it hit 8 
and we all but went broke. Then it moved to 6 cents a pound; then 
it moved up to 8 cents a pound, and it was one of the most profitable 
years we ever had. So as we move down, that is, the period in which 
we are trying to get our expenses to catch up with our income, it is a 
very difficult time to make profits, and that is what we have faced in 
the last few years. 

I paid quite a little bit more than 20 cents a pound for some cattle 
and I sold them for 20 cents a pound, but I will be tickled to death 
to be back in the cattle business again when I get 20 cents again. 

Mr. Tompson. Is it because you do not forcsee any further drop? 

Mr. Doane. That is right. 

Mr. THompson. I think perhaps that term would better be applied 
if they would alter it and say “Price supports should be used only in 
emergencies or to prevent an emergency.” I think that might ease : 
lot. of minds. 

There is one other term that is used pretty generally, and the cham- 
ber uses it in this statement. That is the one about regimentation. I 
come from a cotton-producing country, rice producing, cattle produc- 
ing, pretty much diversified production. I have never seen a regi- 
mented farmer so far as I know. Have you ever seen one that thought 
he was regimented ¢ 

Mr. Doane. Yes; I am one. 

Mr. Tuompson. By the Government ? 

Mr. Doane. Yes. 

Mr. THompson. By what means do they regiment you ? 

Mr. Doane. I wanted to plant some wheat this year and they told me 
I could not. 

Mr. Anernetuy. Will the gentleman yield ? 
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Mr. Tuompson. Let me develop this one thing first. The point that 
I am getting at is this: The majority of the people in that business 
voted to have controls. 

Mr. Doane. That is right. 

Mr. THompson. Just as by the democratic process, there are some 


perhaps here present who did not vote for Eisenhower but he is still the 
President. 


Mr. Doane. That is right. 

Mr. THompson. And we follow him as such and try to take a part in 
making his administration a success. I do not feel regimented at all as 
a Democrat in a Republican regime. Some of my: farmers would like 
to be let alone to produce all they want to, but they would hate to go on 
u world market price. 

Mr. Doane. That is right. 

Mr. Tuompson. If that is what we mean by regimentation, that the 
program is run by majority rule, and a man would like to have a free 
market for what he is producing—— 

Mr. Doane. Of course, if we are going to have some advantages we 
have to give up some advantages, too. I am not saying that because 
they told me that I could not grow wheat this year that it was a net loss 
overall to me, and certainly I have no right to say that it was a net loss 
to agriculture because the persons who were most vitally concerned in 
the produc tion of wheat felt that that was a better way out of the two 
evils, of having more and more wheat which was a burden on the mar- 
ket, or cutting down on the acreages. 

We chose the acreage control. Although we voted for it it still 
meant that somebody had to come to me individually and say that I 
could or could not produce in accordance with what I had been produc- 
ing, or would like to produce. 

Mr. THompson. Might we say that this regimentation is the price 
for some degree of security ¢ 

Mr. Doane. That is a fine statement and I agree with it. Because 
the police help me when I want to walk across the street, too. 

Mr. THompson. In the interests of fairness, let me say that my col- 
league Mr. Wheeler passed me that statement. 

Mr. Doane. That makes three of us, 

Mr. THomeson. Has the chamber favored the Benson plan for a 
good while ¢ 

Mr. Doanr. They supported the act of 1948. Then they restated it 
in 1950 and with very slight modifications have since reaffirmed it. So 
that it has been directly and indirectly a policy of the chamber since 
1948, but specifically as I have quoted here, since February. 

Mr. Tuompeson, Then it goes back a considerable time. 

Mr. Doane. Prior to the present administration, yes. 

Mr. TuHomrson. We did not see that plan until very recently, and 
this committee has not yet studied it formally. As a matter of fact, 
we are studying it now. That is part of what we are doing here this 
morning. Are there any laws now on the books or any part of the 
present program which you feel should be repealed in toto? 

Mr. Doane. I could not answer that in the affirmative without 
having some specific point in mind, which I do not have. 

Mr. Tuomeson. Thank you, very much. 

The Cuamman. Mr. Harvey has some questions. 
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Mr. Harvey. I might say, Mr. Doane, in the beginning, that I 
assume you are the chairman of the board of the Doane Agriculture 
Service ¢ 

Mr. Doane. Yes, sir. 

Mr. Harvey. I have been a subscriber to your service and have 
enjoyed it very much. 

Mr. Doane. Thank you. 

Mr. Harvey. The area that I represent in Indiana is primarily 
corn and hog area. Seventy-five percent of the gross farm income 
of my area is from hogs. On page 6 of your statement is, the third 
paragraph, starting “Using the old parities,” would you explain just 
what you mean by that sentence ! 

Mr. Doane. That is a statement that Mr. Garver worked up in a 
very complete study covering the subject of parities. It is a statement 
that is the most thorough that I have ever seen. May I have him 
answer that question, because he is entirely familiar with the mechan- 
ics of it and I am not, as the basis for these figures. 

Mr. Harvey. I would be very happy to have him do that. 

Mr. Garver. The object was to make a comparison if we pursued 
parity as to what kind of guide answer we would get under the two 
parities. Under the old parity the average is 1909-14 adjusted to 
the price paid by farmers. That thereby freezes the relationship 
between corn and hogs, because the base price is always the same. 

Under modernized parity which means the moving average of 10 
years, you get the effect oa supply and demand condition and you 
get a change in the relative prices, and you do not then freeze the 
relationship because of market influences on corn and hogs, and their 
effect on each other carried in the modernized parity. 

Whai this sentence in this paragraph says is that modernized par- 
ity is a much better guide to where the economy is going on corn 
and hogs than a frozen relationship which most of the time is below 
the actual. 

Mr. Harvey. Let me say that I am not inclined to argue against 
the merit of the idea of modernizing the parity concept so far as 
corn is concerned. The thing I would disagree with you on is your 
statement of the so-called frozen parity idea. 

In my opinion, for whatever it might be worth, I do not think that 
that statement is true. 

Mr. Garver. What we say is that the relationship between the two 
prices is frozen on the old basis. 

Mr. Harvey. The price of hogs has not been frozen, though? 

Mr. Garver. No, but the extent to which the corn-hog ration is a 
guide to producers—and they certainly are in your State as to how 
much they produce or farrow, and how much corn they feed and sell— 
that is going to be frozen at an unreasonably low relationship and we 
are then overvaluing corn on any price support basis on the old parity, 
whereas you would not on the new. 

Mr. Harvey. I am not quarreling with the idea that we should re- 
vamp the parity concept so far as corn is concerned, but to assume, 
which you naturally do by your statement, that the relationship that 
thereby devolves is inherently bad is just to me not necessarily true. 

Mr. Garver. I would like to try to make clearer the area where I 
think we do not understand each other. If you were able to achieve 
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parity on both corn and hogs on the old basis, suppose you had a pro- 
gram which worked reasonably effectively and you got parity for both. 
Then a hundredweight of hogs would cost you 11.3 bushels of corn, 
which is an unrealistic ratio as far as corn-hog operations are con- 
cerned, 

Mr. Harvey. Who is to say what ‘s an unrealistic ratio? You say 
it is unrealistic. 

Mr. Garver. I am not saying it is unrealistic. It is unrealistic in 
terms of what the market has shown. In terms of what our whole 
experience in the corn industry and our hog producing industry has 
been, it is that it has averaged not much above 11.3 in the whole period. 

Mr. Harvey. You are saying in essence that the ratio which has pre- 
vailed in the past was the only tenable ratio, and that any variation 
from that in view of changing circumstances is, per se, bad. 

Mr. Garver. No. Iam sorry I am not saying that much. 

Mr. Harvey. I think the implication is there. I feel that you do not 
quarrel with the concept that we should have modernized parity. But 
for you to dogmatically say that this is the proper ratio and any other 
ratio is, per se, a bad one or unhealthy one, I just do not agree with. I 
do not think that is quite a fair statement. In other words, you are 
saying in essence that I am the judge of what is best for corn and hogs 
and that my judgment is going to govern, that I am going to set forth 
the proper ratio and any variation from that that does not meet with 
my judgment is not good. 

Mr. Garver. Congressman, you put a lot of words in my mouth. 

Mr. Harvey. Is not that essentially what you are saying ¢ 

Mr. Garver. No. All we say here is that in terms of the kind of a 
fluctuating guide which the hog-corn ratio furnishes—and I grew up 
in the hog territory myself 

Mr. Harvey. Let me ask you this question and it will have to be by 
its nature somewhat hypothetical. Let us say that we would set the 
price of corn at a fairly stable level, and one that parity would justify. 
It would be your opinion that through the years hogs on the average 
would just about maintain the 13-to-1 ratio, or approximately that. 

Mr. Garver. I think it would come within a range of that. It always 
has gone up and down, above and below that. 

Mr. Harvey. In your opinion, do you think the guaranteeing of a 
fairly stable price year in and year out for corn as a feed would have 
a tendency to somewhat stabilize the livestock industry and particu- 
larly that of hogs? 

Mr. Garver. “Depending | on the level at which you set it. Anything 
which induces or which minimizes these sharp up and down fluctua- 
tions is a sound program in the interests of agriculture, I think, which 
works in the direction of stability. But whether you set corn sup- 
ports at, say, 100 percent of parity, whether you would get the kind 
of hog production and the kind of hog-corn ratio that would get that 
production, I think would depend on resulting demand for pork and 
pork products, on the supply of other meats, consumer purchasing 
power. In other words, I do not think you can set the corn support 
level without relation to the market for the pork products. 

Mr. Harvey. Under the modernized parity program the 90 percent 
support price would be $1.45 or approximately that figure. Are you 

saying that you do not think corn ought to be fixed, or that a support 
price should be maintained on corn at all? 
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Mr. Garver. Oh, no, sir. 

Mr. Harvey. You think that the pork price should be maintained. 
What kind of a support structure would you want to recommend for 
corn ¢ 

Mr. Garver. The whole case is stated right here in the modernized 
parity, that the parity should be in relation to the recent experience, 
and set it in terms of that. 

Mr. Harvey. I said modernized parity would be about $1.45. In 
other words, you are saying that you think that the corn program 
should be a support program which would place the price of corn at 
approximately $1.45? 

Mr. Garver. I wouldn’t say flatly that it ought to be at 90 percent 
or at parity all the time, because of the parity which Congress sup- 
ports. If it is fixed, in relation to parity, it would have consequences 
on the utilization of corn that nobody on this committee or in Congress 
would want to see. 

Mr. Harvey. What would you recommend ? 

Mr. Garver. We recommend and favor the flexible supports which 
provide for support in relationship to the supply and demand so that 
when we have so much more than it looks like we are going to use, there 
is a tendency by the price to encourage its feeding and its use. When 
it gets up to a relatively normal level, the price is higher and other 
feeds are brought in as far as corn is concerned. 

Mr. Harvey. Your answer I think has a good deal of merit and 
justice. I think you voice some very commonsense observations. 
What would you recommend then by way of an actual figure as to what 
the variation in corn prices should be? You say you think $1.45 would 
be a fair figure for the ceiling, so to speak, on the support price. What 
would you recommend asa floor price ¢ 

Mr. Garver. I would not presume that there would be any point to 
a recommendation. The law, the act of 1948-49 provides what we 
ought to operate on, and that is the support, whether it is at the maxi- 
mum or something less than that, would depend on how much corn 
we got in terms of the uses we got for it. That is the sense of the 
variable legislation as I understand it. 

Mr. Harvey. In other words, you have no opinion as to what. the 
minimum price should be? 

Mr. Garver. I think the minimum should be 75 percent, as the law 
says. 

Mr. Harvey. Seventy-five percent would be approximately what? 
What would be the figure # 

Mr. Garver. Seventy-five percent of the modernized parity. I do 
not have the figure offhand. It would probably be $1.18, in that area. 

Mr. Harvey. I think the figures show it would probably be a little 
higher than nad some place around $1.22, or maybe a little more than 
that even. You agree with me, do you not, that the greatest factor 
that has had to do with production of corn throughout the Corn Belt 
in the last few years, has been the weather factor ¢ 

Mr. Garver. That is a very important factor, that is right. 

Mr. Harvey. And that we have had some very sizable yield fluctua- 
tions. Then would you likewise agree, I presume, that in the interests 
of stability in the livestock industry, as well as to have its supplies of 
food to the consumer, that it is important that we have a reserve of 
corn ? 
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Mr. Garver. Yes, sir. 

Mr. Harvey. You think that is a healthy thing for our economy to 
have this reserve of corn ? 

Mr. Garver. Yes, sir. I might go beyond that with a generalization. 
I think it is important that we have healthy reserves of all the com- 
modities that we can carry as reserves, and ‘that the pew generally 
come to appreciate that and we have less wailing about commodity 
stocks and more understanding of their great value to us in times of 
emergency, of whether, international conditions, or whatnot. 

Mr. Harvey. Right there, parenthetically I might observe: I fol- 
low the chamber’s public ations rather carefully and I have not found 
very many instances, none that I can recall right now, where the 
chamber as such has ever particularly tried to defend the idea of re- 
serve stocks and their importance and value to the consumer. 

I make that observation parenthetically. What would you say in 
your opinion would be an adequate reserve stock of corn ? 

Mr. Garver. This gets to be a technical question. I do not presume 
to be an expert in each of the several commodities. If I undertook to 
say that, I would like to make a general answer if you will permit me, 
Mr. Harvey, and I would say that I think it would be easier to make 
mistakes on the small side than on the large side in these reserves. 

In other words, properly set up and managed and circumscribed, 
we could afford and maybe ought to have larger reserves than most 
people realize. I do not like to say. I have said this as personal 
judgment. The chamber has never examined a figure for corn, for 
example, but my personal judgment, from what I know about the 
corn feed and livestock deat. 1 billion bushels reserve of corn 
would not horrify me if the reserve is put there under the guidance of 
Congress and the conditions under which it can be used and the con- 
ditions under which it can be kept intact. 

Mr. Harvey. Even today I have seen many figures as to how much 
actual reserve corn we have, all pur porting to be authentic statements. 
I ama bit confused. I know that the Secretary has said in essence that 
he thinks a 15 percent reserve, which would be about half the figure 
that you have mentioned, he thinks would be at least a minimum of 
a carryover that would be required. 

Mr. Garver. I have not been privileged with the considerations 
which the Secretary has thrown in in arriving at that figure. I do not 
know by which basis he got it. I would like to say that I can recall 
during the thirties we had a corn crop which dropped all the way 
from roughly 3 3 billion bushels to I think 2,300,000,000 or 2,400,000,000, 
and which was a loss of 600 million bushels in 1 year due to adverse 
weather. It is not inconceivable, in view of the vagaries of weather, 
that we could have a couple or 3 such years which the population of 
this country as a result of bad weather and weather reverses could 
make them mighty hungry. I am of the opinion that it is easier to 
make a mistake on the small side than it is on the large side on these 
reserves. 

Mr. Harvey. That reserve you would regard then primarily as sim- 
ply a guaranty to the livestock industry as well as to the consumers, 
that they can have a constant supply of material. 

Mr. Garver. If not a constant, at least a more stable supply. 

Mr. Harvey. The thing that has been uppermost in my mind, be- 
cause I am trying to find the answer myself, in view of the thesis that 
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I attempted to develop here with you, the fact that we must have re- 
serve supplies of corn, that weather is probably the greatest determin- 
ing factor year in and year out of our supply of corn, and that there 
is a direct relationship between our livestock production, hogs, cattle, 
as well as other livestock products that go to the 1aarket, I doubt quite 
frankly whether a variation, say from $1,22 to $1.45 cents, as such, will 
bring about any justified hope that that thereby would regulate pro- 
duction because TI just do not think it would do it. I think it is a kind 
of a political gadget, to be real honest about it, that does not have too 
much real economic justification. 

Mr. Garver. You have expressed an opinion, an observation. I 
would express my own observations that in the area where I grew up 
there was a response to how much corn we sold and how much we fed 
based on price. I do not think we can really ignore that relationship. 
We may have a difference of opinion as to just “how precisely it works, 
at what levels and what ranges. But I think if you observe the men 
who do the planting, plowing, and feeding, that there is a variation 
which takes place and the price level has something to do with it. 

Mr. Harvey. You said in your own experience you differentiated be- 
tween the corn which was sold and the corn which was fed. Do you 
mean the corn that was sold to somebody else to feed ? 

Mr. Garver. It was sold sometimes when we have had an increase 
in stocks in a given year because all that was grown was not 
fed. Other years we occasionally fed more than we grew. 

Mr. Harvey. I think, frankly, that a great deal has been said pro 
and con about the so-called flexible versus fixed prices on commodities. 
It is my own personal opinion that that argument probably has as lit- 
tle vaiue when you get right down to the real economics of corn as a 
commodity in realizing that you cannot control it, actually, through 
marketing quotas. I think we all would agree that it would be a prac- 
tical impossibility to impose marketing quotas on the commodity of 
corn. If that were possible then there might be some justification to 
the concept that you could govern corn. 

It is my humble opinion that, accepting the theory of the thesis 

which I think it would be hard to disregard, that we should have mod- 
ernized parity as far as corn is concerned. I think that any other 
tampering, so to speak, if you are going to try to do that, you just 
about as well throw the whole program out and say we will just forget 
the whole thing and cut it all loose rather than to try to say that a 
variation of 20 cents a bushel is going to solve—or a little more than 
20 cents a bushel—the whole problem so far as corn is concerned 
because I just do not think it will do it. 

That is all, Mr. Chairman. 

Mr. Lovre. Will the gentleman yield ? 

Mr. Harvey. I have yielded the floor. 

The Crarrman. Mr. Lovre. 

Mr. Lover. Why do you set the floor at 75 percent? Why not set 
it at 60, 50,or 80? Why do you set it at 75 nenmntt 

Mr. Garver. I fail to understand the question. We do not set floors. 
We are only —— 

Mr. Lovee. I am referring to your recommendation of 75 percent 
of parity support for agr iculture products. 

Mr. Garver. We support the 75 percent parity. 
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Mr. Lovrr. Why do you? Why do you take 75 percent of parity 
as the floor ? 

Mr. Garver. I would say that in the discussions which the agricul- 
ture committee of the chamber has had on this thing it was felt that 
to go below 75 percent would prob: ibly lead most commodities. most of 
the basics, in the direction of instability rather than stability; that 
anything below 75 perceat was probably not in the intevest of sta 
bility or in the interest of fair treatment of farmers. 

Mr. Lovee. Back in the thirties how low did farm produce get in 
relation to parity ? 

Mr. Garver. We had some few months, I think, when some com 
modities got down to the high forties and low fifties. 

Mr. Lovre. It is my recollection that the low was in the sixties, 
and not in the fifties or the forties. That is my recollection of it. Do 
you believe in the concept of parity? In other words, it is my under 
standing that parity is nothing else but a formula that determines a 
price to be fair to producer and consumer alike. 

Mr. Garver. That is right, that is my understanding. 

Mr. Lovee. Do you believe in that parity concept ¢ 

Mr. Garver. I have to qualify an answer to that. I believe that 
the concept of parity as a guide to policy is a legitimate way of meas- 
uring relationships in the absence of which it would be pretty badly 
lost and fumbled. On any given formula of parity applied strictly to 
each and separate commodities I would have to say that the chamber 
does not beli eve in parity in that sense, a parity for every last com- 
modity across the board, because of the changes that are always going 
on in our economy and the fact that the testimony always says parity 
looks backward. Sometimes it would misguide us if we tried to get 
parity for every individual commodity. 

Mr. Lover. Parity in itself is flexible, is it not? 

Mr. Garver. That isr ight. 

Mr. Lovre. The concept is a price that is determined to be fair to 
producer and consumer alike, geared to the items that the farmer 
must buy. Roughly that is correct; is it not? 

Mr. spo r. I think so. 

Mr. Lovre. Is it not true that the chamber believes in that concept? 

Mr. Garver. I think so. 

Mr. Lovre. That being true why do you advocate 75 percent of fair- 
ness for farm produce? 

Mr. Garver. Because it is our conception that in the kind of econ- 
omy in which we are forced to operate, where the consumer is the 
boss, that no matter how, in terms of equity and fairness you might 
consider how fair a thing is, if there is no way under the sun by w hich 
you can get it, you cannot ‘afford to drive the economy clear off the 
track in order to try to achieve it. Farmers themselves, much as they 
would like to have parity, recognize that limitation. 

Mr. Lovers. I recognize that. But it seems to me that we should 
strive for full parity as long as it maintains that concept that we 
have been talking dom which is full parity for farm produce. 

Mr. Garvin. Congressman Lovre, you accept the definition of this 
in terms of income or family status relationship more than just the 
price for a commodity, do you not? 

Mr. Lovre. It is a purchasing power. 
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Mr. Garver. Which is more than just the price. In other words, 
the income of the farmer ? 

Mr. Lovee. That is right. 

Mr. Doane, you would not mind a little mild criticism from a mem- 
ber of your organization, a member who has paid dues to your or- 
ganization for many years? 


Mr. Doane. We would be very glad to have it. That is the way 
we get better. 

Mr. Lovre. Thank you. I have been a member of the chamber for 
many many years. It seems to me that the United States Chamber 
should devote a little more time and a little more effort to telling the 
real story of agriculture to the consumers rather than devoting so 
much time to the gloomy side of the picture—calling attention to ) the 
surpluses which we have, as an example, which I think is a blessing 

rather than a curse. The United States Chamber should devote a 
little more time to telling the consumers that today, per factory hour 
of labor, the consumers can buy pare food than at any other period 
in the history of the country. I don’t see anything in your public 
releases telling that story to the consumer. It appears to me that 
the United States Chamber has stirred up a little consumer revolt, 
unintentional I am sure. It seems to me that we should take a dif- 
ferent approach, that we should be telling the story of the farmer 
or agriculture to the consumer so that they know the true facts. 

Certainly the farmer is not the cause for the high cost of living 
today. That is my criticism. I want to say this, “too, Mr. Doane: 
In South Dakota the vast number of local chambers recognize this. 
They also recognize that agriculture is in a cost-price squeeze and 
that we have to do everything that we can to get farm income up 
because if this “price-cost squeeze” continues, it will eventually mean 
bankruptcy for agriculture and business generally. 

I mentioned the other day to Mr. Kline, president of the Farm 
Bureau, and also Secretary Benson, that in my State, when we talk 
about price we talk about it in the form of bushels. In 1948 it took 
1,100 bushels of corn to buy a tractor. Today, to buy the same trac- 
tor, it takes not only 1,100 bushels but 1,900 to 2,000 bushels. As 
far as our farmers are concerned, they recognize that in this transi- 
tion period there must be an adjustment of price, but the adjust- 
ment must be across the board and not only on the items the farmer 
sells. 

If the price of farm produce goes down, they feel that the price 
of that tractor should go down. That is the problem facing our farm- 
ers today. I would like to see the United States Chamber—and I say 
this very seriously—devote more time to telling this story to the 
American people. 

Mr. Doane. May I have the privilege of quoting you at our next 
board meeting ? 

Mr. Lover. You cer tainly may. 

Mr. Doanr. I will be glad to do it. It is a good constructive sug- 
gestion. 

The Caarrman. Will you yield to me? 

Mr. Lover. Yes. 

The Crarrman. I think your criticism is justified as far as the 
United States Chamber is concerned. I do not think it is justified as 
far as Mr. Doane is concerned. 
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Mr. Lover. Pardon me, Mr. Chairman. There was nothing per- 
sonal. I am talking about the United States Chamber, not Mr. Doane. 

The CHarrMan. I am using his vehicle to get something else before 
the committee at this time. I would like to call attention to some- 
thing that came across my desk this morning, which I put in my 
pocket and brought up here with me. It is a copy of the opening 
statement which Mr. Doane made at the farm Policy Conference of 
Businessmen, held in the United States Chamber of Commerce Jan- 
uary 27 and 28, 1954, which I have read since I have been up here, 
as a matter of fact. It seems to me to be one of the best statements 
that I have read from the standpoint of public relations for agricul- 
ture. I want to compliment you, Mr. Doane. 

Mr. Doane. Thank you, Mr. Hope. 

The Cuatrman. I think it is a very good statement. I do not think 
it reflects the viewpoint of the United States Chamber of Commerce 
but it certainly reflects, 1 am sure, Mr. Doane’s viewpoint. It is the 
first time I have seen it but I am happy to have had a chance to read 
it this morning. 

In view of what has been said, I wonder, Mr. Doane, if you have 
any objections to my putting your statement in the record of the hear- 
ing this morning. 

Mr. Doane. I would be pleased to have it in the record. 

The Crarrman. I ask unanimous consent to put the statement in 
the record. I would like to see more statements like it come from 
members of the United States Chamber of Commerce. I will 
make the statement a part of the record at the appropriate place in 
the hearing of this morning, if there is no objection. 

Mr. Lover. That is all that I have, Mr. Chairman. Of course the 
remarks I made were directed to the United States chamber, and not 
to Mr. Doane personally. You certainly have my privilege to quote 
me when you meet with the board of directors. 

Mr. Doane. I do not take those things personally. If I did not 
have some criticism as I went along I would not be half as good as I 
am. I still need alot more room to grow. 

The Cuatrrman. I have a few questions I would like to ask you, Mr. 
Doane, and either you or Mr. Garver can answer. It is with reference 
to a statement on page 2, of the statement of the chamber’s current 
policy, which reads: 

High price supports must be avoided because to maintain them the Govern- 
ment inevitably will be obliged to enforce controls which may lead to the com- 
plete regimentation of the farmer. 

T would like to consider that statement in the light of the present 
situation with respect to surpluses which all of us agree are not 
necessarily a bad thing but which are causing concern now because 
in some cases they are getting to the point now where they are becom- 
ing a little hard to manage. Considering this statement in the light 
of our current supplies and in the light of the question of flexible 
price supports versus rigid price support, for the time during which 
we will have to somewhat reduce the supply of these commodities, 
I am wondering if we can count on lowered price supports contrib- 
uting very much to reducing the supply. I am thinking particularly 
of wheat and cotton because those are the only ones where we have 
any undue accumulations at this time. I think our stocks of corn 
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are probably not too large considering the amount of livestock we 
have in the country. Before you answer that I want to explain what 
I have in mind. It is that while there seem to be plenty of evidence 
to show that an increased price on the basic commodities does and 
has resulted in increased production, there does not seem to be very 
much evidence to show that a decrease in the price of those particular 
commodities results in any decrease in production. 

When Secretary Benson was before the committee he made the 
statement—and I have seen the same statement made by /1is economic 
adviser, Mr. Paarlberg, that it was commonly considered that a 10-per- 
cent reduction in price would result in a 2-percent reduction in the 
production of certain crops. I think that is the only concrete state- 
ment we have had before the committee in the course of these hearings 
to the effect that a reduction in price would result in a reduction in 
the supply of the commodity. 

If that is true is it not also true that for the years immediately 
ahead when we are attempting to reduce the supply of these particular 
commodities that we are going to have to use controls to the same 
extent, with flexible 75 to 90 percent supports, as we would if we had 
the straight 90-percent price supports ? 

Mr. Doane. I am very glad that you brought that question up 
because I feel it is really the key to what we are talking about. You 
see, the Government undertakes a support at a level, and it does not 
make a difference at the moment as to what that level may be. To pro- 
tect itself in terms of misjudging the effect of that level on the volume 
of produce that will be offered, the Government must have some tools 
whereby they can hold back or dam back that supply which may come 
to them as a result of that support level. Now, what tool is the most 
effective? Can they do it with one tool for all crops? Can we expect 
that an adjustment in price or adjustment in acres and that a Joan will 
be completely effective in accomplishing what the Government has 
got to have to protect itself? My answer is an unqualified “No” to all 
of my own questions. We have devised and we have thought of and 
have tried in some instances many of these tools. They work well in 
some crops, and some areas, and some situations, and not so well in 
others. 

So the point that you have made, that a reduction in price may not 
have a corresponding reduction in volume or the amount that would 
be offered to the Government, is of course absolutely true, and we saw 
it when we saw prices go down from 1920 to 1933 to disastrously low 
levels. The farmers tended to overcome that price reduction by virtue 
of holding up or increasing their crops because again it was volume 
times price that was concerning them. 

On the other hand, that becomes particularly effective when the gen- 
eral price level goes down and the total income of the farmer is in- 
volved. But where it is effective in only one particular area and he, 
the farmer, has some alternate choices, he can shift, because you have 
taken the margin of profit out in one instance, he can shift to one that 
still leaves him a margin of profit. 

So the reflection of the amount of reduction in proportion to the 
amount of price reduction could be greater than it would be if the 
whole level went down. So my answer is simply this: That if we are 
going to be realistic about it we have got to recognize and seek for all 
the tools that we can possibly think of so that when the Government 


LONG RANGE FARM PROGRAM 3197 


sets a figure at which they will support a product or a crop, that they 
can use whatever tool is necessary to dam back the flow that becomes 
not only embarrassing to the Government in terms of money that is 
involved in taking on these crops and in storing them and the wastage 
and loss that comes from spoilage, but fix it so that we can move these 
products into use. If there is one rule that in our management ex- 
perience that we have insisted on with all of our men, it is that when 
we undertake a development of a project on a farm, when the time 
comes for marketing that particular product within the plan that we 
made when we set it up, then it has got to go to market because some- 
thing else can come right along behind it. We have to face that job 
sometime. 

If we set up a hog or corn or cattle operation and the plan is to buy 
the cattle in the fall and sell them in the spring, which we do with 
some of our low grades, when the springtime comes—not a particular 
day—in the spring those cattle have got to go to market. Sometimes 
we lose and sometimes we make. Most of the times we make or we 
would not be in the business. But the necessity for moving the prod- 
uct into use to me is one of the primary considerations. Will price 
adjustment do it? If it will that is a fine fortunate situation. If 
not, we have to add another tool on top of it perhaps, or find one that 
is a little more effective in place of it. But I would not like to be ina 
pe of supporting one tool as being able to answer all of our prob- 
ems for damming back the supplies that will come to us at any price 
level. 

The Cuatrman, I agree largely with what you have said, though 
not perhaps entirely, as a general proposition. What I am thinking 
about particularly is the present situation with respect to the basic 
commodities. I know that in the case of livestock you can get in and 
out and get reductions as well as increases very much more rapidly 
than you can with almost any kind of a crop. But particularly as to 
the basic crops, where in the main they are grown not necessarily by 
one-crop farmers—but they are one-crop farmers in some cases and in 
other cases the particular crop is the sort of backbone of the farm 
operation—large areas of production—keeping in mind also that the 
weather is the greatest factor that brings about differences in pro- 
duction of crops, it seems to me that the statement here does not very 
well apply to the existing situation, keeping in mind also that at the 
present time you have no crops to shift to from these basic commodities 
that would not in all probability result in the accumulation of another 
surplus. 

In other words, if you go to anything that you would normally go to, 
you would be producing something that we already are producing in 
sufficient quantity. It would seem to me that no matter what might 
be said theoretically about the value of flexible price supports under 
certain conditions and applied to certain commodities, that at the 
present time there is a great question as to whether or not you will 
get your reduction more easily and more effectively if you continue 
the 90-percent price supports than you would if you went on a flexible 
basis. I say this for the reason that I think you will have more 
cooperation from farmers, and they will be better able to go along 
with the program if the price is better than they will if they are going 
to get a lower price while they are forced to make reductions through 
the operation of the program. Do you want to comment on that? 
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Mr. Doane. I expect it is a question of how deeply we cut when we 
put up the prohibitions or the deterrents to production. Certainly as 
I have indicated here, a very small price adjustment downward, if I 
am already producing at a profit, is not going to deter me from con- 
tinuing to produce. If you cut the acreage a small amount, and I can 
pick my good acres and add more fertilizer, the total volume that will 
come on the market will be just as great as it has been. But we can 
carry any of them far enough so that in the end we will get it. I think 
of my boyhood days when my mother reproved me. I was pretty apt 
to repeat. But when father took me to the woodshed I did not want 
togoback. It isjust a question of degree. 

‘The type of punishment was the same but the degree was quite dif- 
ferent. So if we go far enough we can shut it off. That is the price 
that the farmers have got to pay for the thing that we ask in the form 
of price stabilization on the other hand. It may be that some device 
that we have not yet undertaken or that we have not given serious con- 
sideration to, possibly a very rigid marketing quota where you can say 
“Grow all you want, we don’t care what you grow, but you are only go- 
ing to put so many bushels on the market and so many pounds, and you 
have to take care of it yourself, and it is going to be right there to stare 
you in the face.” I have often thought of that in terms of how it would 
affect me. I think if I had to look at a crib of corn or wheat and saw 
that we were getting into it and saw it deteriorating I would be a little 
bit careful about getting too much wheat in there the next year. 

The Carman. A good many farmers, I believe, agree with you on 
that. Under a plan like that you have to have marketing quotas in ef- 
fect all the time. 

Mr. Hix. Will you yield, Mr. Chairman ? 

The CuarmrMan. Yes. 

Mr. Hi. Yesterday the testimony by Mr. Thatcher carried that 
idea out completely on wheat. He said he was in favor, definitely and 
very strongly, in favor of marketing quotas on wheat, and that 1s one 
of the largest farmer cooperatives that handles wheat in the United 
States. I was amazed at that statement. He said the farmers would 
support it to his knowledge. Maybe that is the answer to some of our 
troubles. 

Mr. Doane. Of course I am here as a representative of the chamber 
of commerce and I have the right only to speak in terms of what poli- 
cies they have already expressed. If I might express myself personal- 
ly I would lean in that direction, too, because I cannot support the idea 
that as a farmer I go to the Government and ask for something that is 
going to help me in my farm operations in terms of price stabilization 
or price supports, whatever you want to call it, and then go right home 
to try to beat the very thing that I have accomplished when I came here 
and had my hand out and asked for something. 

Mr. Hirt. If the chairman will permit, I would like to add that that 
is exactly what we have done in the beet areas. We have cut our acres. 
I can name States in the Union that have actually cut their beet acres 
without being asked to cut them because they felt that if it piled wp a 
sugar surplus we would be in trouble. The farmers have more judg- 
ment and more sense as to what they should grow than any Depart- 
ment of Agriculture or congressional committee, in my opinion. 

Mr. Doane. I cannot help but feel that rather strongly, that when I 
have paid the price for what I have asked that I should pay it in reality 
and not just by lip service. 
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The Cuarrman. I think most farmers agree with that statement. 

Mr. Doane. I do, too. Iam an American before I am a farmer. If 
you ask me do I want high supports, oh, yes, just put them out, 100, 125, 
fine. But then the time is going to come when somebody will ask me 
“What price are you willing to pay for it?” Then I will look at it a 
little bit differently. I do not want a phoney price, to be honest about 
it I cannot ask for a phony price. That is what I think we have to face 
up to in this country. I do not think we have done it realistically. 

The Cuarrman. Of course when farmers are thinking along the 
lines of controlling their production by any of these means that you 
have talked about here, they are simply trying to do in the best way 
they can what they believe other industries and businesses are doing, 
and that is adjusting supply to demand. 

Mr. Doane. That is right. That is where we have to work to- 
gether on it, because as a manufacturer, certainly with a limited num- 
ber if not entirely by myself, I have quite a high degree of control of 
the volume that I throw on the market. But, unless my neighbors will 
go along with it, they completely nullify my efforts even though I 
try to live up to it very, very carefully. There is one other aspect of 
this thing that I would like to have brought in here for consideration, 
and that is that those of us who have been associated with agricul- 
tural activities in this country for sonte time, and think of what we 

called our old Agriculture Department before we got into any of 
thee programs in the early thirties, and what it meant to us and what 
it would continue to mean to us in terms of research and all the serv- 
ices they can give us, extension and so forth, if we are going to con- 
tinue to place the administration of these surpluses and these semi- 
business relationships in the Department of Agriculture, it seems to 
me that we are facing a problem whereby we may completely nullify 
the effect of the Department of Agriculture because it is impossible 
for a Secretary who is the Secretary of Agriculture and then becomes 
a business manager of these programs to administer them without 
making somebody displeased. He faces an absolute impossibility. 
He just cannot do it, and no human being can do it. 

Therefore, if we could find some way whereby we could say to the 
interests that are involved, say to the wheatgrower, say to the cotton- 
grower, say to the dairymen, what kind of help would you like to 
have from the Government that will help stabilize your situation, we 
wil: try to give them that legislation. Now the administration of 
that program then becomes yours and takes the onus off our Secre- 
tary and the Department of Agriculture. 

Our Department of Agriculture is not set up to be a business or- 
ganization. It is set up to be a research and extension type of organ- 
ization. It faces the impossibility when it has such a wide range of 
activities that it has to be concerned with. The wheat people can : take 
their problems and the cotton people can take theirs and so on around. 
That is my own thinking and it has no more backing than the thoughts 
that have come to me as a way out of a situation that becomes in- 
creasingly dangerous as I think of what it would mean to us to have 
our Department of Agriculture and many of our agricultural col- 
leges who get into the fringes of this thing get in such ill repute 
me a, have lost their value to agriculture and to the Nation as 
a whote, 
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The Cuarrman. I think that it is realized by the land-grant colleges 
and by the scientific and economic services in the Department of 
Agriculture. I think you have a very good point there although of 
course the administration of any program of the kind you have sug- 
gested must necessarily have some regulation and control because 
you must protect the consumer from those things which any group 
might do to the public generally if they had the power. Those things 
get out of hand sometimes. 

Are there any other questions ? 

Mr. Wheeler ? 

Mr. Wueerter. Mr. Chairman, I would dearly like to yield to the 
clamor of my own colossal conceit and make what I think are some 
personal comments on some of the testimony that has been taken here 
this morning, and some of the questions that have been asked and 
answered. I assure you that the comment would be complimentary to 
the witness, but in the interests of time I am going to try to confine 
my remarks to the form of a few questions. 

‘Mr. Doane, does the chamber of commerce favor the soil-conserva- 
tion program ? 

Mr. Doane. Its present one, the way it is now set up ? 

Mr. Wueecer. Yes. 

Mr. Doane. The resolutions that the chamber of commerce have 
made in the past have for the most part been favorable to the Presi- 
dent’s approach. 

Mr. Wueeter. Is it a fair statement to say that the support of the 
soil-conservation program has been predic ated on the assumption 
that we should maintain the productivity of the agricultural machine 
of this country ? 

Mr. Doane. Yes. 

Mr. Wueerrer. The answer to that question being “yes,” then I 
am wondering if we are not in something of a paradoxical situation, 
to say the least, when we predicate our “farm program, whatever it 
is or is going to be, largely on the basis of fear of surpluses and at 
the same time spend millions of dollars annually to maintain the pro- 
ductive capacity of the agricultural machinery. In other words, I 
gather from your testimony on page 2 that the position of the United 
States Chamber is based largely on this statement : 

Surpluses beyond a reasonable margin of safety are potentially dangerous 
not alone to agriculture but to the rest of the national economy. High price 
supports must be avoided because to maintain them the Government inevitably 
will be obliged to enforce controls which may lead to complete regimentation 
of the farmer. 

With reference to this fear of regimentation that is expressed in 
this statement, I would like to ask you if you, speaking for the cham- 
ber, can express a viewpoint relative to the regimentation that we find 
in the American Medical Association, and the various other profes- 
sional organizations of that kind, and the union-shop and closed-shop 
agreements that we have in organized labor. In other words, would 
not the same fear that you have expressed as to the regimentation of 
farmers apply equally to the regimentation of other segments of our 
economy ¢ 

Mr. Doane. I think the principle is very much the same. 

Mr. Wueeter. In answer to a question by Mr. Thompson in 
defining what would constitute an emergency where price supports 
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would wisely be brought into the picture, you referred back to the 
twenties. Am I right in assuming from that reference that you would 
say that the depression of the twenties would have been forestalled 
if we had had a program which would have guaranteed 90 percent 
of parity-support prices to the agriculture produc ers of the country? 

Mr. Doane. I would not have been in a position to say that it could 
have been avoided but I would say that the consequences could have 
been mitigated. 

Mr. Wueeter. I have another quistion. I will not say “one other” 
because that might be misleading. Suggestions have been made in the 
other body and were made here yesterday to this committee that per- 
haps an easy way out of this dilemma that Congress finds itself in 
would be to follow the old adage which holds that the way men and 
rivers are made crooked and weak is by following the path of least 

resistance, and just submit this whole question of high rigid supports 
or flexible supports to the interested parties—that is, the farmers of 
the country—and let them by referendum decide which they want. 
Would you care to comment on that? Would you, speaking for the 
chamber, express opposition or support the pr oposition ? 

Mr. Doane. The chamber has generally taken the position of letting 
the individual parties express themselves. In the end my feeling is 
that that is what is going to happen. 

Mr. Wureter. Actually by referendum ? 

Mr. Doane. Over a period of time the farmers will have a great deal 
to say, if not the deciding voice, in really what constitutes the kind of 
program that will meet their problems most effectively. 

Mr. Wueeter. It might be said that for all practical purposes the) 
will engage in a referendum this coming November ? 

Mr. Doanr. Decidely. 

Mr. Wueeter. Would you favor actually presenting the question to 
the farmers in the form of a ballot and let them vote for 90 percent 
rigid or for flexible, and then let the legislation be based on the re- 
sults of that referendum ¢ 

Mr. Doane. I think that would be a good plan if you had plenty of 
discussion prior to it. My experience in working w ‘ith groups is that 
somebody has an idea that is a little bit new and we meet for 30 min- 
utes or an hour and say “Now we have to vote.” That is a pretty 
dangerous thing to do. 

Mr. Wueeter. We have pending before the Congress currently 
some rather controversial proposed amendments to the Taft-Hartley 
labor law. Would you suggest that we submit them by referendum 
to the laboring people of this country and let them decide which of 
those amendments should be adopted ? 

Mr. Doane. I think there is almost always two sides to every ques- 
tion. I think those that represent the various sides should also have 
a voice. 

Mr. Wueeter. Another question, Mr. Doane. You expressed some 
fear of a too greatly controlled production in your State. Will not 
the adoption of the flexible « approach to this problem also entail con- 
trol of production ? 

Mr. Doane. Yes. There is no way in the world to avoid that. 

Mr. Wueeter. How do you propose, or how does the chamber pro- 
pose, that we dispose of the surpluses that are embodied in this set- 
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aside program that is part and parcel of the administration program 
for which you have expressed approval ? 

Mr. Doane. I think the most logical and the most easily handled 
would be those which will change some of our agricultural products 
into industrial products, that would affect the total volume of the 
market by changing their form as we did in the citrus situation from 
fresh fruit to frozen and now to powder; a matter of moving products 
to market in slightly different form. 

It is interesting to note that the percentage of butterfat in whole 
milk over the last 12 or 15 years has gone down about one-fifth of 1 
percent. That has been the trend. If we put that: back, or suppose we 
put back today one-quarater of 1 percent of the butterfat to our whole 
milk, and multiply that by the consumption of whole milk in the coun- 
try, that would take practically all of the butterfat that we have. 

Mr. Wuerter. I take it from the last part of your statement that 
you would express approval of the suggestion that has been made to 
the committee that we at least double the milk ration for the service 
personnel who are fed by the Federal Government—amilitary per- 
sonnel ? 

Mr. Doanr. I would rather see it get in the hands of general con- 
ey Ee I would be glad to have milk at 4 percent rather than 3.50 
or 4.25, and come to my home. 

Mr. W HEELER. Does the chamber approve the proposal which would 
embody selling these surplus commodities that are part of the set-aside 
program on the world market at a lower figure than the domestic mar- 
ket would bring, and then the Treasury make up the difference ? 

Mr. Doane. I do not think the chamber has ever taken a position on 
that. I donot know of any. 

Mr. Wueeter. Is the chamber in favor of direct subsidies to pro- 
ducers? 

Mr. Doane. Pretty nearly every industry is in favor of subsidies— 
no subsidies except for their own business. 

Mr. Wueeter. Are you in position to express the general position 
of the chamber relative to the question of direct subsidies ? 

Mr. Doane. I think the chamber lets us express it individually. I 
was very much interested in a statement Mr. Garver worked up not 
long ago. He took a paper that had been prepared by an industry 
member in support of subsidies for his particular industry and then 
he went eennak this paper and took out all the identifying words that 
related to transportation and whatever it. was, and substituted the 
word “agriculture” and he had a perfect position for agriculture. 

Mr. Wueeter. In other words, if you expressed opposition gener- 
ally to direct subsidies then you might have some little trouble justify- 
ing your expressed support for the pending wool bill. Mr. Doane, does 
the chamber support or oppose the proposed raising of the minimum 
wage from 75 cents to$1 an hour? 

Mr. Doane. I cannot answer that. I do not know. 

Mr. Wueeter. That is or will be pertinent to one of these factors 
which you have so adequately emphasized, the cost factor in this entire 
picture. I wonder if, since you have placed emphasis on the cost part 
of this formula, whether you have actually given sufficient thought as 
to be able to express an opinion on that particular question. I have 
one last question, Mr. Chairman. 





LONG RANGE FARM PROGRAM 3203 


As I suggested to Mr. Thompson a little while ago, it appears that 
the security or the degree of security that we legislativ ely provide for 
the American farmer in the form of a farm program will be at the 
price of some of his freedom. That is another way of saying, as Mr. 
Thompson said, that regimentation is the price that you pay for 
security. Other segments, to which I have already made reference 
in the beginning of this question period, the professional organiza- 
tion such as the American Medical Assoc iation, have imposed a very 

rigid closed shop on their profession, and many others. The bar asso- 
ciation, and so forth. A man who finishes high school or gets a col- 
lege education is not free any more to exercise individual choice as to 
the profession he will follow any more so than a farmer is; or to a 
much less degree actually than a farmer as to which commodity he 
will plant on any particular acreage. As to this fear of regimenta- 
tion—at the risk of being charged with having violated the imposition 
that I placed on myself or iginally as to editor ializing, and I will save 
editorializing for the committee to save your time—it seems to me 
that we are expressing a terrific amount of concern, undue concern, in 
2 instances; 1 to oversurplus. Every prognosticator that I have 
known, qualified or unqualified, who has directed his talents toward 
suggesting what the population is going to be in this country, in a 
relatively few years, has indicated that we must continue to spend 
millions of dollars each year in a soil conservation program so that 
we may be able to adequately feed our population. 

Now we are saying that because we have, generally speaking, that 
which amounts to about a 12-month surplus of certain commodities, 
that we should adopt a very drastically different approach to what- 
ever farm program we are to follow. I personally am not concerned 
about the surpluses except where they are spoiling. Those which are 
not spoiling do not bother me at all. If we had 3 years’ surplus of 
cotton and 3 years surplus of all other commodities, as long as we 
could keep them from spoiling I would not be too concerned about 
them because I remember having read something about some experi- 
ences of a fellow named Joseph in Egypt a few years past, and it 
seemed to be rather fortunate for those people that they did have sur- 
pluses. They had exercised a degree of wisdom which had not been 
exercised by some of their neighbors. So I am not too concerned 
about the surplus problem, that is if we can wisely anticipate the 
need for additional food commodities and fiber commodities by an 
increased population. I am wondering if we are not placing entirely 
too much emphasis on our fear of some surpluses. 

I want to ee my appreciation to you, Mr. Doane, for a very 
fine presentation. I do not know whether the administration’s pro- 
posed program is that which we should adopt or not. I am attempt- 
ing to listen to all the evidence and try not to allow myself to be too 
( -ompletely confused by the testimony. 

Thank you very much, sir. 

Mr. Doane. Thank you. 

The Cuatrman. We thank you very much, Mr. Doane, for your ap- 
pearance before the committee and your statement. I am sure it has 
been very helpful to us in our consideration of these big problems that 
we have before us. 

38490—54—pt. 19-21 








3204 LONG RANGE FARM PROGRAM 






Mr. Doane. Thank you, Mr. Chairman. It has been a real pleasure 
to be here. I know that there are some people who approach an occa- 
sion like this with some trepidation. I find it a great pleasure. It is 
because of the very courteous treatment that I have always had. I 
appreciate it very much. ‘ 

The CuHatrrman. Wealways enjoy having you with us. 
(The document referred to above is as follows :) 
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When are farmers going to stop demanding subsidies? 

Can you give me some good reasons why I should not hate farmers? 

These two questions with various modifications are the ones that I am most 
frequently asked. Fortunately not everyone uses the word “hate” but they do 
imply that the grasping farmer is their enemy when it comes to the problems of 
high cost of living. 

Perhaps the best answer to the first question will be found in a very brief sketch 
of the steps farmers have taken in their long fight for Federal assistance in price 
Stabilization. It began in the middle twenties, approximately 1924, when a group 
of farmers went to Washington and asked for some type of legislation that would 
mitigate the difficulties they were having as a result of the steady decline of 
agricultural prices. On three successive occasions either Congress declined to 
pass legislation that would help, or the President vetoed legislation which Con- 
gress passed. I need not say as we review the history of that period that these 
were discouraging rebuffs. Farmers felt that there was something basicly wrong 
with an economy that would permit a steady decline in farm prices during a 
period (1920-29) when urban prosperity was constantly on the increase. 

The first step in answering agricultural demands for some help came by the 
establishment of the old Farm Board. This, of course, was simply a gesture to 
still the insistent demands from farmers whose voice was getting continually 

















stronger. 
It was not until 1932-33 that legislation was finally passed which provided a 


means for certain controls in agriculture together with price stabilization. The 
cost of this plan the farmers agreed to bear in the form of a deduction from the 
prices they would receive for their products. The anticlimax to this long-fought- 
for legislation came when the Supreme Court declared it unconstitutional. This 
was one of the first New Deal bills which the administration had promised the 
farmers. 

Following this succession of failures for legislation which would help agricul- 
ture, the farmers made this proposition, “We will withdraw our request for 
Federal legislation and funds provided the props which other segments of our 
industries have enjoyed for years are also removed.” They cited the long list of 
subsidies which manufacturers had received in the form of tariffs, bonuses to 
shipping, both by water and rail, and many others. They then added that if 
Congress was not willing to create a free economy for all, they would demand 
help from the Treasury in the same manner that others had and were receiving 
it. It is unnecessary to repeat here that subsidies had become such an integral 
part of our economy that Congress dared not disturb it. The farmers then said, 
“We will ask for help from the United States Treasury just as others have.” Out 
of this came the original Agricultural Adjustment Act which started with the 
plowup of cotton and the slaughter of little pigs. Those were desperate days 
back in 1932-33. All legislation from that date down to the present are varia- 
tions of the original plan for helping agriculture stabilize prices. 

It is interesting to note the difference between the help given to some groups 
as compared to that which agriculture has received. Most of us are unaware or 
at least are seldom reminded of the fact that our cost of living is increased by 
subsidies which go to all types of transportation, labor in the form of fixed and 
minimum and maximum hours and wages, to the silver miners through fixed 
prices for their products, tariffs, and many, many others. These helps are so 
integrated into usual transactions of the day that they do not make the head- 
lines ; hence we are not constantly reminded of them. On the other hand, subsidy 
to the notato farmer, for example, through Government purchases and later the 
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destruction of the potatoes, makes the headlines and creates resentment on the 
part of every householder who pays what seems to be unreasonably high prices. 
This unfortunate relationship has constantly dogged the efforts of all those who 
would sincerely place agriculture on a comparable basis with other segments of 
our economy. 

Answering then my first question, I would say, speaking for agriculture, that 
farmers will relinquish their demand for Federal subsidies when other segments 
of our economy relinquish theirs. Regardless of any individual’s opinion of 
these subsidies and the place they hold in our economy, we should, as an initial 
question, ask ourselves whether it’s possible for one of the major segments of 
our economy to place its products and services on a free and open market where 
demand and supply have full sway while other groups are enjoying various forms 
of protection. Let the industrialists contemplate their position with no tariffs, 
labor without rights to strike for high wages, minimum rates and maximum 
hours. Can the airplanes give up their mail subsidies and certain mining groups 
forego theirs? The answer in each case should include the thought that they 
alone will forego their help while the others continue to receive theirs. It seems 
fair to assume that we cannot embrace the theory of subsidies in general and 
then eliminate our most basic industry without courting complete ruin for all. 

Turning now to the question of the consumer's attitude toward agriculture, let 
us again look at a few basic facts. 

The new dollars which flow into our economy come from basic production from 
our mines, the sea, and the soil. When the farmer produces a unit of wheat for 
which he receives $1, the effect of that production turns on the average about 
seven times for the benefit of those who are directly or indirectly associated with 
it. These turns may begin with the trucker who hauls the wheat from the field to 
the elevator, next the railroad that hauls it, terminal elevators that store it, and 
the millers who grind it, the bakers, and finally the stores that retail it. It’s a 
little difficult to understand why we should have an unfriendly attitude toward 
that segment of our industry which makes the original new dollar that in turn 
creates seven other dollars. 

There is a second fact which has a bearing upon our attitude toward farmers. 
The annual income received by farmers is in round figures about $900 per 
worker in agriculture as compared to about $1,800 for the nonagricultural 
group (1952). The hours which are required for the production of our crops 
and livestock are materially longer than those spent by urban groups who re- 
ceive the largest share. 

A third reason for maintaining a friendly relationship between urban and 
rural groups is the possibility of strikes by producers. If this should ever ogcur, 
this Nation would be on the brink of starvation within a week’s time. Occasion 
after occasion organized labor has denied our urban population their normal 
supply of milk and other food products through strikes, while the farmers have 
continued to do their part in supplying these basic needs. A constant effort is 
being made to unionize farmers. If this should ever occur and a majority of 
them should embrace the concepts and practices of labor unions, the potential 
danger to our economy is beyond calculation. It should be remembered that 
the farmer is not only a laborer whose physical effort goes into production but 
he is also the owner of a plant and a home. This places him in a class with 
the owners of urban business. 

Another factor which tends to influence our attitude toward farmers comes 
about when we note that the cost of living index has moved up and we instince- 
tively blame the producer of our food for it, forgetting that the figures which 
indicate cost of living include many nonfood items. Further, under present 
trends the percentage of the consumer’s dollar which flows to the farmer is 
steadily decreasing until now it is a little over 40 percent, less than half of 
the total cost to the consumer. The 60 percent is made up of costs of process- 
ing, transporting, advertising, retailing, and otherwise handling the products 
from agriculture. The groups which should bear the major blame for these 
increases are those who constantly demand that services should be increased. 
They make these demands felt through the selection of products in gaily deco- 
rated boxes, frequent deliveries, air-conditioned stores, prompt attention from 
clerks, and many forms of prepared foods which reduce kitchen chores and 
allow more time for recreation and other activities. 

It would seem that the urban dweller should appreciate the man who has been 
responsible for freeing him from the farm and the production of food and fibers 
so that the city man can work at better paying urban jobs. In America our 
agricultural population has continuously declined so that now it is about 16 
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percent of the total. One farmer feeds 14 nonfarmers. Someday we may reverse 
this trend until we embrace the pattern of India, for example, where 8 pro- 
ducers feed 1 urban dweller. The unfortunate part of the American picture is 
the fact that the farmer who has increased his percentage of efficiency equal 
to or beyond any other segment of our economy has not been the beneficiary of 
his superior skills. He is still receiving altogether too small a portion of our 
national income. 

I might conclude by sketching briefly the situation which we now face in 
agriculture. 

Out of World War I came experience affecting agriculture that made World 
War II war administrators feel that there should be no delay in getting agricul- 
tural production into high gear as quickly as possible. The pressure that was 
applied for high volume production, and the response on the part of agriculture 
is, of course, understood and remembered by many of us. It can be summarized 
by saying that production was stepped up some 35 to 40 percent in the face of 
steadily declining farm manpower. When this step up was being requested, the 
farmers asked but one main question, i. e., “Will the Government promise some 
legislation that will help us descend from the high levels of production requested 
so that we may avoid another 1920-33?” The answer was an unqualified, “Yes.” 
However, soon after the end of hostilities came the cry to feed Europe and then 
the Korean war. It was not until about 3 years ago, however, that we the 
farmers began feeling the effects of war demand letdown. It did not come at the 
time expected but much later. So much later that many have failed to recognize 
it as a postwar factor, and also forgotten the prewar and war urging and prom- 
ises that so greatly stimulated production. The plain facts are that the Govern- 
ment is now and has been for the last 2 to 3 years simply making good on 
promises made back in the late thirties and early forties. 

Business and industry asked and have received from Government, ladders to 
help them climb down from the heights of their war-stimulated production. Busi- 
ness calls it accelerated depreciation—an innocent term not one out of a hundred 
understands or questions. Unfortunately our ladder is called subsidy, guaran- 
teed profits and other familiar and generally despised terms. 

Let me add one more word on what falling prices means to an industry or seg- 
ment of our economy that cannot turn off the volume of its product to counteract 
the effect of falling prices, as is the case with agriculture. The farmer cannot 
lay off his workers for that involves himself and his family. He cannot lock the 
gates of his fields, stop feeding his hogs or milking his cows. If he tries to pro- 
duce more to make up for less price, or completely stops, he goes broke and 
loses his farm as he did in the thirties. 

A low price is much more serious on a downtrend than on an up. I remember 
trying to make profits when the prices of cotton went steadily down from 20 
cents to 16—12—8 and 6 and then up to 8 cents. At 8 cents on the way down we 
all but went broke, but at 8 cents on the way up we made a very satisfactory 
profit. For 3 years now we have been on the road down. 

During the period 1920-29 the feeling was often expressed that our urban 
economy could continue to prosper without regard to the prosperity of agricul- 
ture. Of course that theory was knocked into a cocked hat during the period of 
1929-33. Once more the trend in agricultural prices is down. Depending upon 
the products selected, this downtrend has been in progress for 2 years in the case 
of some to about 5 years in the case of others. At the moment this trend seems 
to have been halted and there is a tendency for prices to level off. This same 
thing happened during the long downtrend from 1920-33 when a plateau was 
reached about 1925. Let us hope that the current stabilization is not a brief 
plateau but at least an extensive tableland or better still a reverse of trend 
which will gradually bring agricultural prices into line with the cost of things 
which farmers have to purchase. While we are deeply concerned over so-called 
agricultural surpluses we should pause before taking drastic steps to curtail pro- 
duction, remembering that we are facing population increases which will call for 
material increases in production if we are to maintain the quality of consumption 
that we have had over the years. No nation has ever enjoyed the quality diet 
that we in America take for granted. At present we are living out of the icebox. 
If we ever reverse this trend we will then eat from the pantry shelf, consuming 
cereals, dried beans, rice, potatoes, and cabbage. This is the typical diet of the 
Old World. Only in America have we been the beneficiaries of abundant meat, 
milk, and eggs which constitute the highest level of quality products any nation 
has ever known. 

The longest authentic records that we have showing the relationship of farm 
income to costs indicate that the costs during the last 4 decades have gone up 
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about 14 times while income has gone up about 9. If these trends continue, 
there is not the slightest question in the world but what that narrowing of the 
profit margin in agriculture will reflect itself in our urban prosperity just as it 
did following 1929. 

I am well aware of the fact that all of us engaged in some urban enterprise are 
paying unusual attention to future anticipated trends. We wish to keep our 
business healthy ; we want it to grow and expand, and we are alert as never be- 
fore to those factors which may affect us adversely. May I suggest that the most 
fundamental trend affecting our business, and one so sweeping in its effect that 
there is little that any of us as individuals can do to counteract it, is the trend 
line of the prosperity of agriculture. It’s the foundation on which most of our 
businesses are built and when agriculture sinks beneath our feet we go down 
with it as surely as though we were an integral part of it. 

The Cuarrman. The time has been slipping by. It is now a quarter 
past 12. The Chair would like to go ahead for awhile if the members 
of the committee are agreeable. 

Mr. Heinkel, you would rather go ahead now, would you not, rather 
than come back this afternoon ? 

Mr. Hernxet. I can do it either way. 

The Cuarrman. I believe that it would be better if we were to go 
ahead now, unless members of the comumittee object to proceed- 
ing now. The Chair does not hear any objection so we will be very 
happy, Mr. Heinkel, to hear from you. I am sure that your very fine 
and able Representative from Missouri, Mr. Jones, will be glad to 
present you to the committee, not that you need anyone to pr esent you 
because we have been happy to have you here before and we are always 
glad to have you here. 

Mr. Jones, would you like to say a word perhaps before the witness 
begins his statement ? 

Mr. Jones. Thank you, Mr. Chairman. I am delighted that we do 
have two distinguished Missourians here today. I did not introduce 
Mr. Doane, who is of course recognized as a very successful agricul- 
turist in Missouri. 

It gives me a lot of pleasure to introduce at this time Mr. Fred 
Heinkel, the president of the Missouri Farmers Association which has 
more than 150,000 members and is the largest farm organization in 
Missouri. 

I might say incidentally that we are going to have the privilege of 
hearing today two different viewpoints on this farm problem to a cer- 
tain extent, and I am sure that we are delighted to have both of these 
gentlemen with us. 

Thank you, Mr. Chairman. 

The Cuatrman. We will be very happy to hear from you now, Mr. 


Heinkel. 


STATEMENT OF FRED V. HEINKEL, PRESIDENT, MISSOURI 
FARMERS ASSOCIATION, COLUMBIA, MO. 


Mr. Hernxet. Mr. Chairman and gentlemen of the committee, my 
name is Fred V. Heinkel. I live in Columbia, Mo. I am president of 
the Missouri Farmers Association, which is a statewide farm organi- 
zation having a membership of more than 150,000 farm families. 

The membership of the Missouri Farmers Association has instructed 
me to appear before your committee and convey their sentiments to 
you with reference to needed farm legislation. Our membership ex- 
pressed its wishes and opinions by filling out thousands of question- 





3208 LONG RANGE FARM PROGRAM 


naires at a series of mass meetings held over the State, and by oral 
statements and written letters, as well as by resolutions adopted at our 
annual convention. A copy of the questionnaire is attached, showing 
the percentage answers on each question. 

It is at the back of this statement. If you don’t mind turning to 
it it does show the percentage vote on mandatory price supports of 
more than 90 percent of parity. 

Those that filled out the questionnaires vote by percentage at 93.7 
percent for mandatory price supports at 90 percent or more of parity, 
with such limits or controls on production as may be necessary. 

One and nine-tenths percent of those that attended these mass meet- 
ings voted for sliding-scale price supports, within such controls on 
production as may be necessary, and 2 percent voted for no price sup- 
ports, a free market with no limitation on controls or production. 

Before discussing the situation generally with you I should like 
to point out that Missouri’s agriculture is greatly diversified. Seventy 
percent of the Missouri farm income is derived from livestock. Cotton 
is our biggest cash crop. We are an important dairy State. Our 
cheese production, for example, ranks second only to that of Wis- 
consin. We export large quantities of whole milk and other dairy 
products. Missouri is also a large producer of wool, corn, wheat, 
soybeans, poultry, tobacco, and practically every agricultural com- 
modity. Our State ranks sixth in the production of all agricultural 
products. 

I mention this diversity and extent of Missouri’s agriculture because 
it makes us in Missouri realize the importance to farmers of Congress 
dealing with the whole farm problem in one package, rather than 


in piecemeal fashion, commodity by commodity. 

We farmers of Missouri believe it to be in the national interest 
for Congress to enact farm legislation which will protect rural people 
against wide flxctuation in prices, because wide price fluctuations not 
only bring much distress to us, but also subject nonfarm people to 
a “feast-or-famine” scale of living. 

We ask penne legislation for agriculture only because of our 


large numbers—some 514 millions of us—we cannot cope with our 
problem without Government help. We cannot, like a handful of 
manufacturers in an industry, adjust production to demand, or con- 
trol the prices of our products. Besides, our production is subject to 
the vagaries of the weather, as well as to diseases and insects. 

But, it is also our conviction that agriculture cannot long be in 
trouble without the effect being felt by all other segments of our 
economy. We believe that depressions are farm-bred and farm-led 
and we are sharply conscious that a depression now exists in agri- 
culture. 

We observe that the farm depression is now affecting nonfarm 
people. It first showed up in the farm implement industry. Curtail- 
ment of production in that industry adversely affected steel produc- 
tion. Merchants on the main streets of our towns and cities are feel- 
ing the pinch. Unemployment is growing. The farm depression is 
gradually spreading through other segments of our economy. 

It is our fear that unless the Congress takes forthright action to 
solve the farm problem, the cancerous growth will finally spread 
throughout the whole body of the Nation. Every citizen will in some 
measure feel the effects of the farmers’ plight. be all our history, we 
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have never had a serious depression when farm prices were at or above 
parity. 

The Congress, in considering new farm legislation, must determine 
first, what is the basic purpose of a farm price-support program. 
Once Congress has determined what a farm price-support program 
should accomplish, then the kind of a program which is required 
to reach the objective should be relatively easy to inaugurate. 

General considerations: It is my intention, therefore, to first review 
some of the fundamental facts relating to agriculture which need be 
considered in determining what we hope to accomplish with any farm 
price-support program. 

1. In the United States, there are approximately 10 million capi- 
talistic business units. Approximately 60 percent of this number are 
farms which are owned and operated as individual business units. 

2. About 70 percent—in dollar value—of all raw materials used in 
the annual operation of our national economy is produced by Ameri- 
can agriculture. The physical production of agriculture, plus its 
movement through industrial processors and the distribution system 
of the Nation to the point of consumption, is responsible for a large 
percentage of available employment for the Nation’s labor force. 


3. The national farm population is decreasing, and the average age 
of American farmers is increasing. Our national population is in- 
creasing at a rapid rate. All kinds of estimates have been made; but, 
generally speaking, we can probably safely conclude that our national 
population will increase by approximately 40 million persons within 
the next 20 years. The American standard of living is the highest of 
any nation in the world, with only slightly more than 20 percent of 


the workers’ income going for the purchase of food. The American 
worker has the lowest food cost on the basis of the buying power of 
an hour of work of any nation in the world. 

4. All easily tillable acres in the United States are now utilized for 
food production. Further acreage expansion must come from the de- 
velopment or reclamation of submarginal acreage. 

5. The income of the farm population last year averaged $882 for 
each person, compared with an average of $1,898 for each person in 
the nonfarm population. Included in the income figures for the farm 
population was the value of farm products used in the family home, 
the rental value of farm dwellings and returns from nonfarm sources, 
such as outside investments, wages from nonfarm work, and the like. 

Objectives of a farm program: We have certain ideas as to what a 
farm program must be designed to accomplish. I would like to enu- 
merate these objectives, and then enlarge upon each. 

1. A farm program must insure an adequate supply of food and 
fiber for the American people. An adequate supply includes a neces- 
sary margin of safety in the form of a reserve. It must also be borne 
in mind that demands for food will increase as population increases. 

2. A program must be designed so as to encourage and protect 
agriculture as the basic producer of raw materials in this country. 

3. It must insure maximum utilization of tillable acreage—though 
maximum utilization may provide for the maintenance of tillable 
acreage on a standby basis—and it must encourage the development 
and reclamation of submarginal lands. 

4. It must insure that Seen methods, tools, and equipment 
are maintained at a high level of efficiency so that agricultural pro- 
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duction can move to maximum output in the event of national 
international emergency. 

It must insure the maintenance on the farm of sufficient skilled 
and trained manpower for agricultural production. 

6. It must be in the national interest, protecting our national income 
and our national economy. <A price-support program is not solely for 
the protection of agriculture, but is for the protection of the Nation 
as a whole. A farm program must protect agricultural purchasing 
power as a means of protecting national purchasing power because of 
the direct ratio of national income to farm income. 

I have stated that a farm program must insure an adequate supply 
of food and fiber. No nation can long survive in a position of world 
leadership if the mass of its people are on a starvation diet. Ameri- 

cans, generally, are the best fed people in the world, and the mainte- 
nance of that condition is essential to our national well-being. An 
adequate supply of food necessarily requires a margin of safety so that 
it is quite possible that there will be food production which cannot 
be consumed immediately. 

The principle of a necessary reserve is well recognized in relation to 
other national enterprises. Our military, naval, and Air Force 
strength is the best example of the necessity of reserve strength. Any 
such a reserve, even though it may not be used, performs a 
valuable function. 

The Secretary of Agriculture, in at least one instance, has recog- 
nized that a reserve of food production is necessary. I point specifi- 
cally to Federal milk marketing orders into which has been incorpo- 

‘ated a supply-demand factor, and in which the Department of Agri- 
culture has recognized that, in order to adequately supply a market 
with fluid milk, reserve producti ion of 20 percent in excess of fluid 
milk consumption is necessary, even in periods of shortest supply. 

Many people have pointed to agricultural surpluses with horror, 
and they call such surpluses a curse and a tragedy. A national sur- 
plus of food, if one exists, should be regarded as an asset and a national 
blessing. I do not mean to say that these so-called agricultural sur- 
pluses should not be moved into places where they may be consumed. 

It is my belief that there are enough hungry stomachs right here 
in our own United States and enough poorly clothed and poorly 
housed people to consume all our reserve supplies of food and fiber in 
a relatively short time. A national farm program must, in our na- 
tional interest, insure the maximum possible utilization of these reserve 
supplies by the American people. 

The second point in a national farm program must be to encourage 
and protect agriculture as the basic producers of raw materials in this 
country. Over 70 percent in dollar value of the raw materials used 
in this Nation come from agricultural production. In the production 
of raw materials lies the answer to national prosperity ; and, therefore, 
full production should be maintained to the greatest possible extent. 

In that sense, let me point out that domestic production of nonagri- 
cultural raw materials, such as oil, gas, coal, and other minerals, en- 
joys many basic protections in the form of. tariffs, depletion allow- 
ances, and other similar devices. I do not mean to say that these pro- 
tections are improper. I do say that agricultural production must 
likewise be protected. 
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I have likewise stated that a farm program must insure the maxi- 
mum utilization of tillable acreage, and it must encourage the develop- 
ment and reclamation of submarginal lands. In this day of rapidly 
changing world events and the ever-present danger of national and 
international emergency, national security requires that our tillable 
acreage in America : be re? ady or held in a state of readiness for imme- 
diate maximum production. We do not now have a margin of safety 
so far as acreage is concerned in the event of war or other “catastrophe. 

A farm program must insure that production methods, tools, and 
equipment are maintained at a high level of efficiency so that agricul- 
tural production can move to maximum output in the event of national 
or international emergency. 

As a decline in farm income, with the resultant decrease in agricul- 
tural purchasing power, takes place, the first place where farmers 
must decrease costs is in the purchase of capital items such as tractors 
farm machinery, and other heavy equipment. Old equipment is ms oa 
to do, and the lack of a sufficient number of dollars prevents the 
farmer from maintaining modern production facilities. 

A farm program must likewise be designed to keep skilled and 
trained farmers in agricultural production. We have viewed with 
alarm our declining farm population and the increasing average age 
of our farm oper rators. Y oung people have not found farming to be 
as attractive as urban life. 

A farm boy trained to hard work finds that employment in indus- 
trial produc tion or in the city areas is much easier, is much more fruit- 
ful economically, does not require much in the way of a capital invest- 
ment, if any, and his income is protected by collective bargaining 
agreements and minimum wage laws. <A farm program should con- 
sider that farmers are entitled to some of the conveniences and com- 
forts of life if we are to maintain skilled farmers in our rural areas. 

Last, but not least, is that a farm program must be in the national 
interest, protecting our national income and our national economy. It 
is inevitable that ‘depressing effects felt in the basic industry of the 
Nation will reflect in national income. 

Historically, our national income has borne a direct relation to the 
farm income, taking into account, of course, the time lag which is 
necessary for the ree action to take place. 

It is easy to see that if 60 percent of our business units in America 
fall into a depression, the remaining 40 percent cannot but feel the 
effects of such depression. The stability of our national economy can 
most easily be assured by stabilizing our agricultural economy. It is 
the place where strength to the national economy can most quickly, 
most effectively, and most economically be achieved. 

Flexible price-support program : We of the Missouri Farmers Asso- 
ciation do not believe that the administration’s proposed flexible price- 
support program will attain the desired objectives of a sound farm 
program nor solve the economic problems of agriculture. In fact, we 
strongly believe that the only result of the adoption of such a program 
would be to further lower the standard of living for farm people. 

A flexible price-support program is based on two premises: First, 
that production will be controlled voluntarily by farmers when the 
prices farmers receive for their products are lower, and second, that 
lower farm prices will mean increased consumption of the products of 
agriculture. We contend that both of these premises are false. If 
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these premises are not true, then the whole case for a flexible price- 
support program falls. 

The theory that lower farm prices will reduce production of farm 
products has never been proved. Historically, agricultural produc- 
tion has never reacted in that way. In fact, we saw it disproved 
during the 1930’s. Farmers with fixed interest and other costs had to 
produce more during that awful depression—they had to farm hori- 
zontally, mine the soil, and use up their capital in order to eke out a 
subsistence for themselves and their families. 

The fact that agriculture seems to be one industry where produc- 
tion increases when price declines can be attributed to several factors. 

Farmers need a certain number of dollars in order for them to 
hang on to their farms, to meet their fixed minimum production 
costs, and maintain a living for themselves and their families. If a 
farmer cannot hang onto his farm and meet his production and living 
costs with the prices received for the products he is presently produc- 
ing, his only alternative is to increase his production. 

For example—farmers today—like wage earners—have fixed 
expenses. If a diaryman can meet such fixed expenses as feed, equip- 
ment, taxes, lights, phone and others with the production of milk 
priced at 90 percent of parity, what will he do if the price of the milk 
is lowered to 75 percent of parity? With no decrease in fixed expenses, 
he must increase milk production to compensate for the reduced price. 

Thus, if a milk producer needs a minimum of $3,500 a year to meet 
his cost of production and living expenses, and he can achieve this 
with an annual production of 100,000 pounds of milk at $3.50 per 
hundredweight, a lowering of his price to $3 requires him to produce 
almost 15,000 pounds more to meet his minimum needs. 

Contrary to arguments that farmers in such a case will shift from 
production of one commodity to another, the fact is that because of 
geographic and climate limitations, farmers cannot, as a general rule, 
switch from production of one commodity to another rapidly enough 
to adjust to supply and demand factors. 

For example, a southwest Missouri, or Minnesota, or Wisconsin, or 
New England diary farmer cannot switch to the production of cotton, 
rice, tobacco, or peanuts. An Alabama cotton farmer cannot econom- 
ically switch to diary production. A western Kansas wheat farmer 
would have extreme difficulty to switching to the production of any 
other farm commodity. 

Another barrier to switching production to meet price changes is 
the special skill and know-how required of farmers to produce the 
different farm products. An Iowa hog grower simply does not have 
the skill and know-how to change over to milk production. An 
Arkansas poultry farmer would be entirely untrained for the produc- 
tion of wheat or cotton. 

A third obstacle to switching production is the special tools, equip- 
ment, and facilities now required for the production of the different 
farm products. Corn or soybean growers must have, tractors, farm 
implements, combines, cornpickers, etc. On the other hand, dairy- 
men must have dairy barns, milk houses, milking machines, coolers, 
etc. Few farmers have the money to junk facilities required for one 
type of production and purchase and install facilities required for 
another type of production. Even those with funds available are not 
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so foolish as to make such expensive changes in reliance upon an 
uncertain and shifting price structure. 

Added to these barriers to production shifts, the location of mar- 
keting facilities prevents farmers from switching production to meet 
price changes. While Wisconsin and southwest Missouri have ample 
facilities to receive, market, and process milk, there are few facilities 
available for marketing and processing grain. On the other hand, 
western Kansas and the Dakotas abound with grain elevators, but 
have little or no facilities for receiving and marketing milk. The 
same situation prevails in other areas of the nation. 

Those who contend that farmers will shift their farm production 
to meet changes in farm prices simply fail to realize that climatic 
conditions, individual skill and know-how, specialized production 
tools and equipment, and available marketing facilities for all prac- 
tical purposes prevent any such material shifts in production. 

Even assuming that some farmers may be able to switch production 
so as to react to farm price changes, this, in most cases, would only 
be the more wealthy or larger farmers located in areas that can be 
adapted to the production of various types of farm products. Their 
switch in production to react to changes in farm prices would be com- 
pletely offset by the production of other farmers, even in the same 
areas, who cannot afford to switch production but would only have to 
produce more of the same farm products he has been producing to 
meet his production and living costs. 

The second false premise on which a flexible price support pro- 
gram is based is that consumption of farm products will increase 
when the prices received by farmers for their products declines. We 
contend that increased consumption cannot be expected in any large 
degree by a general lowering of farm prices. 

While a general lowering of food prices, by reducing prices to farm- 
ers for their products, may make some consumers momentarily happy, 
but will probably not increase consumption materially. For one thing, 
variations in price of farm products reflect themselves in consumer 
costs only to a very, very small degree. 

Here is a simple example: A 20-cent loaf of bread contains about 3 
cents worth of wheat. If the price of wheat is flexed down by 35 
cents per bushel, or, say 15 percent, the value of wheat in the loaf 
decreases only by about four-tenths of a cent. The baker cannot cut 
the price of bread by four-tenths of a cent and charge 19.6 cents, and 
even if he could, no consumer would eat more. 

A decrease in the farmers’ return for the nonfat portion of the milk 
would have no effect upon the price paid by consumers at all, because 
the primary user of nonfat milk solids is the baking industry and the 
quantity of such products used in a loaf of bread would be so small 
that a price variation of that ingredient, either up or down, for 
farmers, could not be reflected in the price paid by consumers for 
bread. 

Incidentally, the same may be said for cotton. Cotton goods also 
fail to respond to lower prices unless they are extremely low. Say a 
cotton shirt sells for $3 having 15 percent or 45 cents worth of raw 
cotton in it. Dropping the price of cotton 5 cents per pound, or 15 
percent, would lower the price of a shirt by only 7 cents. No more 
shirts would be sold, but cotton growers would lose $350 million in 
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gross cash income; and the equivalent of 100,000 jobs in industries 

producing machinery and other industrial products for farmers would 
be jeopardized or lost. 

The most direct method of reducing costs to the consumer would be 
to cut back wages of workers who process, handle, and distribute such 
products ; slash freight rates and handling charges; and establish mini- 
mum margins in the distribution levels. 

We want it understood that we do not advocate such moves, but 
neither do we sit idly by and endorse and condone any attempt to beat 
down farm prices as being the cure-all for lower food costs. In fact, 
we contend that food to consumers is now relatively cheap. At the 
present time, an hour’s work will buy more food for a consumer than 
at any other time in our history. On this point, I am attaching hereto 
a table released by the Agricultural Marketing Service on data com- 
piled by the Bureau of Labor Statistics. 

We shall soon see a good example of the fallacy of the theory that 
reduced farm prices will greatly reduce food costs and result in in- 
creased consumption. This ex: imple will be the Secretary of Agri- 
culture’s recent action with respect to the support of milk prices. 
Seventy-five percent of parity supports for dairy prices will mean a 
reduction in prices received by producers of milk in Missouri of be- 
tween 50 and 54 cents per hundredweight. 

Nationwide, Secretary Benson’s action will cause a decline in annual 
income of dairymen of at least $600 million. 

Not withstanding that the price of butter is not high in relation to 
its historical values and its cost of production such price will be re- 
duced 8 or 10 cents per pound to the consumer as a result of the 
Secretary’s action. 

However, we predict that such lower — on butter will cause no 
important increase in its consumption. Neither will any small de- 
crease in consumer cost of other dairy produc ts result in any material 
increase in their consumption. 

Because the foundation for a program of flexible price supports is 
based on two false premises, it is our opinion that such a program 
should be discarded. 

The proposed flexible price support program does not have as its goal 
those primary objectives which we consider essential for a farm pro- 
gram. Instead, the apparent primary objective of a flexible price 
support program is to get rid of surpluses acquired by operation of a 
price support program and to lower the cost of operating a price 
support program to the National Government. 

The elimination of surpluses and the cost of operating price support 
programs are most certainly problems, but they cannot be considered 
the objectives of a farm program. 

Those problems can be dealt with without lowering the support 
level for farm prices. As to the cost of operating price support pro- 
grams, it is noted that the net operating cost to the Commodity Credit 
Corporation was $1,110 million from 1932 to 1953, and that during 
this same period, the total cost of operating the Federal Government 
was approximately $700 billion. 

Of our national budget during this period, less than $1.12 out of 
every $700 was spent to maintain farm prices, which is 16% mills out 
of a dollar. 
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We submit that this cost was small indeed in the light of the great 
good accomplished by our price-support program. It helped us to 
win a world war, and it can and should be used to prevent another 
national depression; and when compared to the total cost of the op- 
eration of our Federal Government, it is “chicken feed.” 

In the meantime, we have had valuable experience in administering 
a price-support program and instead of sieadanies or weakening 
it, we ought to strengthen it and do a better job of administering and 
managing it in the future. 

Full parity price support program: It is our contention that the 
primary objectives of a farm program can best be achieved by a 
program of maintaining full parity prices for farm products. It is 
our contention that agriculture, as we know it today, cannot survive 
in an economy where everyone except farmers has protective legis- 
lation. 

Unless the farm problem is dealt with realistically and aggres 
sively, the whole Nation will suffer along with farm people. In order 
for farmers to have economic equality with other classes of American 
people, farmers should be assured that they will receive 100 percent 
of parity prices for the food and raw materials that they produce. 

Less than 100 percent of parity will mean that all people will suffer 
in like measure. 90 percent, 85 percent, or 75 percent of parity simply 
means that farmers are only receiving a portion of what is fair and 
just. I should like to point out, incidentally, that price supports at 
100 percent of parity are neither high nor rigid. They are not high 
because they are just exactly fair in relation to the things that farmers 
have to buy. They are not rigid but are, in fact, flexiblé, because the 
support prices at 100 percent of parity will go up and down as the 
cost of things farmers have to buy goes up or down. 

Legislation which would provide for maintaining 100 percent of 
parity for farm prices does not mean a guaranty that farmers will 
make a profit. I have never heard a farmer claim that he wanted 
or was entitled to the benefits of legislation which would guarantee 
him a profit, as some unthinking people have alleged in opposing full 
parity price supports. 

Full parity price supports do not subsidize the inefficient producer 
nor does it penalize the efficient producer. Any farmer can ga:breke 
with prices at 100 percent of parity if he is inefficient, or if some 
calamity, such as drought, flood, or insects befalls him. 

Even with price supports at 100 percent of parity, a farmer must 
practice all of the best and most ini methods of production which 
research and education have made available to him if he is to succeed 
and make the profits necessary to maintain a fair standard of living 
for himself and his family. 

At this point, I should like to say that we always have been and 
are now in favor of a continued and expanded program for research 
and education in the production and marketing of farm products. 
However, we do not agree that research and education is or can ever 
be a substitute for a fair price for farm products. One fact is certain, 
the enactment of a strong, full parity price-support program, so des- 
perately needed now, cannot be replaced by lip service for an ex- 
panded research and education program, the results of which, if insti- 
tuted, would not be effective for years to come. 
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It is our firm conviction that price supports which put a floor under 
farm prices at 100 percent of parity can prevent the down ware move- 
ment of farm prices with its depressing effects on farm and national 
economy and will insure adequate production which will prevent up- 
ward spirals with its inflationary effect upon the economy. 

Basic storable commodities: We recommend that the basic storable 
commodities be supported at 100 percent of parity price. At the 
present time, these basic commodities include only wheat, corn, cotton, 
tobacco, rice, and peanuts. We recommend that the law be broadened 
to include as basic storable commodities other grains, including but 
not necessarily limited to soybeans. 

Coupled with the mandatory requirement that the Secretary of 
Agriculture support these commodities at 100 percent of parity by 
purchase and storage, the Secretary should be given the continued 
authority to impose acreage allotments and marketing quotas for such 
as are deemed necessary and advisable in order to prevent or at least 
to minimize the problem of surplus production. 

Nonstorable or perishable commodities: We recommend that legis- 
lation be enacted to require the Secretary of Agriculture to support 
the price of nonstorable or so-called perishable farm commodities at 
100 percent of parity. These should include but not necessarily be 
limited to dairy, poultry, and livestock products. 

These products can be supported by purchase and storage pro- 
grams. However, in order to i with the problem of surpluses, the 
Secretary of Agriculture should also be given the authority, power, 
and duty to énaugurate and maintain a stamp plan for the distribu- 
tion of surpluses to needy people in the United States. He should 
likewise have the power, authority, and duty, if necessary, to inaugu- 
rate production payments to the producers of these products as is 
proposed by the administration in the case of wool. 

National food reserve: It is our belief that the administration’s 
proposal to establish a national food reserve is wise. However, it 
should be truly a national food reserve. Its cost should not be 
charged against farm programs and it should be so held and used as 
to not depress the price of farm products. 

History reveals that since Biblical times, such food reserves have 
proved to be sound and desirable, and surpluses have stood us in good 
stead during the past 25 years. If it had not been for the surplus of 
grains, calicamal rake, and hay which was available in this country 
this past year, farmers in Missouri and other States who have suffered 
their second disastrous year of awful drought, would have been almost 
totally ruined. 

It is our firm conviction that a national food reserve is just as im- 
portant to the economy and the security and defense of our Nation 
as the national stockpiles of armaments and raw materials. 

Therefore, the cost of carrying such food and fiber reserves should 
not be charged against the cost of farm programs. 

These reserves should be isolated from normal markets and should 
be sold and replaced only to prevent spoilage. They should not be 
allowed to depress farm prices because of their visibility with the 
threat of their being dumped into the normal channels of trade at 
any time. If such a national food reserve were established, we could 
then proceed with practically a clean slate to deal with the present 
situation and the future problems of agriculture. 
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Dealing with the problem of surpluses: Where possible and feasible, 
»roduction should be controlled and limited in order to bring pro- 
Suction in line with normal demand and so prevent the accumulation 
of larger surpluses and minimize the cost of a farm program. ‘This 
is a proper and direct approach in the case of those commodities 
which lend themselves to such controls and limitations. By acting 
directly a farmer knows where he stands and can plan ar: 

Those who oppose full parity price supports or anything approac 
ing full parity price supports, argue that such controls will lead to 
the regimentation of American agriculture. 

In this connection, I desire to point out that the agricultural in- 
dustry of this Nation, by its very nature, is incapable of controlling 
production by itself. Five and a half million individual and inde- 
pendent farmers simply cannot get together and voluntarily control 
their production. 

The limitation or control of production to maintain prices of prod- 
ucts and commodities is a well-recognized and approved method used 
by every segment of our manufacturing and producing economy. 

In the case of most commodities, the number of manufacturers or 
producers is so small that ~_ are able, without governmental assist- 
ance, to voluntarily among themselves, cut back their production in 
order to maintain the price of their products. If too much steel is 
being produced, then the price of aol simply does not come down so 


long as the costs of manufacturing steel remain high. The steel 
makers merely cut back the amount of steel they produce and 
manufacture. 

The same principle is used by the manufacturers and producers of 


automobiles, farm implements and practically all manufactured com- 
modities. The same principle applies in a large measure to the mining 
and extraction of our natural resources. 

In fact, oil production is sharply and rigidly controlled and regu- 
lated by State agencies who act in concert under a federally approved 
interstate compact; and such controls and limits on production, so im- 
posed, are enforced by the Federal Connelly Hot Oil Act. We have 
never heard the oil producing industry claim that such controls are a 
regimentation of the oil production industry. 

When the manufacturers and producers of other commodities limit 
their production to maintain their prices, we applaud their good 
business judgment. But, when farmers, by a two-thirc_ vote in a 
free and independent referendum, agree to limit their production 
of farm products, certain people cry out “regimentation.” 

The production controls on farm products which must be voted 
by an overwhelming majority of the producers of the various farm 
commodities must, of necessity, be oalercia by the Federal Govern- 
ment, because of the large number of farmers and their widespread 
residence throughout various States. The charge of regimentation 
is, in our opinion, simply a sinokescreen thrown up by those who are 
opposed to farmers receiving a full, fair price for the products they 
produce. 

Another part of the program which should be employed to deal with 
surpluses is to inerease consumption of farm products, primarily 
perishable products, by means of a stamp plan, whereby low-income 
consumers may consume these products. We are not particular about 
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the details of a stamp plan, but it is our belief that a plan could be 
made to work effectively along the following general lines: 

Require the Secretary of ‘Agriculture to ‘determine each year the 
quantity of perishable products in surplus and issue stamps or cer- 
tificates to persons in the low-income groups in sufficient quantities 
to enable them to acquire the surplus products through normal retail 
channels of trade. The result should be that the surplus food would 
be consumed by the persons who need it most for their health and 
proper nutrition; and producers would receive 100 percent of parity 
for their products. 

I think it was in 1946 that Senators.Aiken and Humphrey first 
introduced a food-stamp plan of the type we recommend and support. 
It is our belief that if their plan had then been adopted by the Con- 
gress, the problem with which Congress is now faced would not be 
nearly so large or so difficult. 

Studies indicate that high-income consumers buy at least twice 
as much milk and eggs, and three times as much meat as low-income 
consumers; and there would be an even greater difference if this 
were calculated by quality instead of quantity. High-income con- 
sumers buy steaks and pork chops, while low-income consumers buy 
hamburger, fatbacks, and cheaper cuts of meat. 

A stamp plan was tried in the 1930’s in a number of cities and 
proved to be quite effective. Economists of the Department of Agri- 
culture who studied the effects of that operation concluded that if 
properly handled, the plan’s effect on farm income would be as great 
or even greater than the subsidy given the consumers. 

A well-executed food-stamp plan would convert the so-called sur- 
pluses of farm products into a blessing for low-income consumers in- 
stead of a curse to farmers. 

Still another part of the program for dealing with surpluses is to 
increase exports of farm products. We endorse and heartily support 
every effort to move through the normal channels of trade to foreign 
countries a greater and increasing amount of farm products. ‘The 
fact that this effort is being made does not take the place of the 
establishment and maintenance of an aggressive farm price support 
program. 

In addition, we urge that authority be given to the administration 
by Congress to use surpluses of farm products as a diplomatic weapon 
by making outright grants in aid of such products to the needy peo- 
ples of the rest of the world. We believe that our Nation can effec- 
tively combat the worldwide threat of communism by using our 
greatest weapon—-food and fiber—feed and clothe the hungry and 
needy peoples of the world. 

In conclusion, it is my opinion that farmers would be willing to 
take their chances on living in a totally free economy, where industry 
was not protected by tariffs, fast tax write-offs, and other special 
benefits; where utilities were not protected by guaranteed profits and 
protected trade territories; and where labor was not protected by 
laws giving them a 40-hour week and minimum wages. 

But farmers are not so naive as to imagine that these protections 
for industry and labor will ever be removed. Besides, we believe 
that many of these protections for industry and labor are necessary 
and fair, and that if they were suddenly removed, the high standard 
of living we Americans are all so proud of would vanish overnight. 
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Then we would find ourselves reduced to the low standard of living 
which prevails throughout the rest of the world. 

We believe that American citizens on our farms, who bear their 
full share of the Nation’s responsibilities in every respect, are en 
titled to the same measure of legislative protection as are American 
citizens in industry. Farmers probably own a larger stake in our 
free-enterprise system than any other class of Americans. At the 
present time, they own $161 billion in land, machinery, and other 
capital assential to production. All we ask is a chance to hang 
onto our stake in the free-enterprise system. 

If agriculture is given an opportunity through legislation to pro 
duce abundantly without the threat of being burdened with price 
depressing surpluses, then the Nation can rest secure in the knowledge 
that our growing population will have plenty to eat and to wear 
in the years ahead. It is our belief that by the time another decade 
has passed, the increase in population may make it possible for us to 
rid ourselves of legislative measures such as we are in dire need of 
at this time. 

Please accept the thanks of the entire membership of the Missouri 
Farmers Association for this opportunity to present our views to 
Congress. 

(The documents referred to are as follows :) 

The following table was prepared by the Agricultural Marketing Service indi 
cating the quantity of each item that could be purchased with 1 hour of factory 
labor in the United States for designated dates. 

The table was calculated from data compiled from reports of the Bureau of 
Labor Statistics, 


Quantity of each item that could be purchased with 1 hour of factory labor, 
United States, designated dates 





| 

| De 
Item Unit 1914 | 1919 | 1929 | 1939 | 1949 | 1951 | 1952 | cember 

1953 
Bread, white Pound 3.5 4.8 6.4 8.0 10.0) 10.2) 10.5 10. 6 
Round steak do W £2 1.3 1.8 1.6 1.5 1.5 2.0 
Pork chops. -- do 1.0 LI 1.5 2.1 1.9 2.0 2.1 2.2 
Sliced bacon .. do s 9 1.3 2.0 2.1 2.4 2.6 2.3 
Butter_. do 6 7 1.0 1.9 1.9 1.9 2.0 2.2 
Cheese do 1.0 1.1 1.4 2.5 2.7 2.7 2.8 3.0 
M ilk, fresh (delivered) Quart 2.5 3.1 3.9 5.2 6.7 6.9 6.9 7.6 
Eggs, fresh Dozen 6 s 1.1 2.0 2.0 2.2 2.5 2. 6 
Oranges__..- do 9] 21.3] 237 27) &3) as 3. ¢ 
Potatoes | Pound 12.4 | 12.6 | 17.7 | 25.3 | 5 | 31.3 | 22.0 39.8 
Tomatoes (canned) . -_--. No. 2 can 2.9 4.4 7.4 | 2 8.5 9. 5 10.4 


Missourr FARMERS ASSOCIATION AREA MEMBERSHIP Mass MEETINGS 
QUESTION N AIRE 


1. What kind of price-support program for storable farm products do you 
favor? 
Mandatory price supports at 90 percent or more of parity, with such limits 
or controls on production as may be necessary : 93.7 percent. 
Sliding scale, with price supports as low as 65 or 75 percent of parity, with 
such limits or controls on production as may then be necessary: 1.9 percent. 
No price supports (free market) with no limits or controls on production : 
2 percent. 
No answer: 2.4 percent. 
2. Instead of any price support program as set forth in question 1, would you 
favor a 2-price system for some farm products, such as wheat, cotton, or dairy 
products, with at least a parity price paid to farmers for that portion of such 


38490—54——-pt. 19 22 
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products consumed in the United States of America, and a lower price paid to 
farmers for that portion of such products sold on the world market? 

Yes: 17.6 percent. 

No: 70.3 percent. 

No answer: 12.1 percent. 

3. Should the Government maintain the same mandatory price support pro- 
gram at Same support levels for perishable farm products (meat, poultry, eggs, 
dairy products, fruits etc.) as it maintains for storable farm products? 

Yes: 90.2 percent. 
No: 6.1 percent. 
No answer: 3.7 percent. 

4. Should the Government maintain and finance a national food reserve, segre- 
gated from normal supplies, to insure an adequate stockpile of food in the case 
of widespread drought, war, or other national disaster, without the cost of acquir- 
ing and maintaining such reserves being charged to farm programs, and without 
such reserves being considered as surpluses so as to depress the price of farm 
products? 

Yes: 95.2 percent. 
No: 2.3 percent. 
No answer: 2.5 percent. 

5. In your opinion, to which type farms should Federal farm programs be 
primarily adapted: 

Farms operated and controlled by the farmer and his family : 97.4 percent. 
Large-scale farms operated mainly with hired labor: 0.5 percent. 
No answer: 2.1 percent. 

6. Should the Government build and own transmission lines to carry electric 
power from Government-owned dams and steam plants to the load centers in or 
near the areas of consumption? 

Yes: 91 percent. 
No: 5 percent. 
No answer: 4 percent. 

7. Should the Government continue to give preference to REA cooperatives and 
municipally owned electric plants in the purchase of power from Government- 
owned plants, as now required by law? 

Yes: 95.8 percent. 
No: 2 percent. 
No answer: 2.2 percent. 

8. Should the Government build and own the hydroelectric dams on our public 
waters or turn the projects over to the private utilities? 

For the Government to build and own such dams: 92.1 percent. 
For the private utilities to build and own such dams: 4.1 percent. 
No answer: 3.8 percent. 

9. Should the Government make loans at reasonable rates to REA electric co- 

operatives to build farmer-owned transmission lines and steam plants? 
Yes: 96.4 percent. 
No: 1.4 percent. 
No answer: 2.2 percent. 

10. Should the Government continue its present conservation program by 
giving financial assistance to farmers for approved conservation practices, in- 
cluding the application of lime and fertilizers? 

Yes: 94.3 percent. 
No: 3.4 percent. 
No answer: 2.3 percent. 

11. In your opinion, would Government-insured loans at reasonable interest 
rates and with terms of 10 years or more speed up soil conservation work by 
farmers? 

Yes: 77.2 percent. 
No: 14.1 percent. 
No answer: 8.7 percent. ‘ 

12. Should farmers be allowed a deduction for income tax purposes for the loss 
and depletion of soil fertility to their land due to erosion and crop production? 

Yes: 87.6 percent. 
No: 7.8 percent. 
No answer: 4.6 percent. 
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13. Do farmers now have adequate sources of credit on satisfactory terms and 
at reasonable interest rates to carry on their farming operations? 
Yes: 36.8 percent. 
No: 49.5 percent. 
No answer: 13.7 percent. 
. Should the Government allow competitive farm products to be imported? 
Yes: 9.7 percent. 
No: 84.6 percent. 
No answer: 5.7 percent. 

15. If it’s in the national interest to import competitive farm products to stimu- 
late world trade, who should pay for it? 

United States farmers by allowing such imports to reduce the prices 
received by United States farmers for the same products: 2.1 percent. 

Everybody, by maintaining parity prices for United States farmers on the 
same products without the cost being charged against farm programs: 92.7 
percent. 

No answer: 5.2 percent. 

The Cnarmman. We want to thank you very much, Mr. Heinkel, 
for your very able and comprehensive statement. I am sure it will 
be very helpful to us in our consideration of the problems we are now 
studying. 

Mr. Gathings has a question. 

Mr. Gatutnes, I would like to say to you, Mr. Heinkel, that for 
the members of this committee to sit here after 12 o’clock and listen 
to your statement is a great tribute to you. 

Mr. Hernxer. Thank you. 

Mr. Garutnas. In addition to all those members who sat here and 
heard this 23-page statement you gained a member, too, before you 
had concluded your very fine remarks. 

I say to you that it is the most sensible statement I have heard. IL 
do not agree with all of it but in the whole you have shown us how 
a program that you recommend can be put into effect. I commend 
you wholeheartedly for a very splendid job. It is well done. 

Mr. Herwxer. Thank you, Congressman. 

The Carman. Mr. McIntire? 

Mr. McIntire. Mr. Heinkel, I have only one or two points. I first 
refer to page 23, the last sentence of the next to the last paragraph: 

It is our belief that by the time another decade has passed, the increase in 
population may make it possible for us to rid ourselves of legislative measures 
such as we are in dire need of at this time. 

Is it your observation that there has been any time in the history 
of any nation that it ever comes to a time when it gets away from legis- 
lation which ae eee been enacted ? 

Mr. Hew xet. | uo not know about that. 


Mr. McIntire. I mean to the extent that which your sentence ap- 
plies. 

Mr. Hernxet. I cannot speak for the rest of the nations of the world, 
but the —- on which we base this is that with the increase in popu- 


lation alone it would require the production of another area like the 
State of Iowa in the next 10 years, and we do not have another Iowa. 

Of course we can manufacture more fertilizer and do things like 
that but we have already discarded our horses and mules and we are 
using those acres, instead of using them for feed production and for 
horses and mules, for marketable production. 

We have already changed from open-pollinated corn to hybrid corn. 
I think when we look around the world we will see that there are 
few other nations that are troubled with a so-called surplus of food. 
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I believe that we ought to be saying thank God that we live in a Nation 
that has a surplus. 

As to how long we have that is a question. It may not disappear in 
10 years. I hope it does not, for that matter. But there is a possibility 
that this increase in population will eliminate the need of some of the 
legislation that we have at the present time or that we think we are in 
need of at the present time. 

Mr. McIntire. Do you think that is a very strong premise upon 
which to base a farm program? To do these ‘things for the moment 
and that there will be a situation arise where they ‘will not be needed 
and then they will fall by the wayside? 

Mr. Hernxex. No, we are not basing it on that promise at all. We 
are basing it on the fact that that situation may develop. We are bas- 
ing it on the objectives that we stated back there earlier in the 
statement. 

Mr. McIntire. But you do refer to the fact that we are in dire need 
of legislation at this time, and you do couple that with the premise that 
there will be a time later when it will not be needed. 

Mr. Hernxet. I think we ought to have it as long as we need it. If 
the need does not cease to exist in 10 years it might be 20 or 25, and 
maybe never, but I think we ought to continue to maintain the legis- 
lation as long as we need it. We are merely pointing out that there 
isa possibility that there may be less need of it in 10 years from now. 

Mr. McIntire. Your statement does present a very comprehensive 
coverage of the whole field. I notice that you say that we should deal 
with the whole farm program in one package. 

You said: “I mention this diversity and extent of Missouri’s agri- 
culture because it makes us in Missouri realize the importance to 
farmers of Congress dealing with the whole farm problem in one 
package, rather than in piecemeal fashion, commodity by commodity.” 

[ am sure we must all recognize that there are sufficient differences 
in production patterns and storability and perishability that we can- 
not approach the problems of price stabilization which perhaps may 
have the accompanying problems of production controls and storage 
reserves, and so fo.th, on anything other than a commodity-by-com- 
modity basis, can we ? 

Mr. Hernxker. We are in full accord with you on that statement, 
Congressman. What we meant was, and maybe we were not specific 
enough, that we think it is important that a farm program deal with 
all the basic commodities, and if we get into peridhdbis that we not 
deal with just one. 

At the present time we have supports on dairy products and we do 
not have on a number of others. You soon get the whole agricultural 
program out of adjustment in that manner. 

It was our thought that there should be legislation covering all the 
principal products of production. We appreciate that they have dif- 
ferent characteristics and need different features in the program. But 
our point was that they should all be dealt with. 

Mr. McIntire. You mean here primarily then that no commodity 
is peculiar in not having an interest in the overall situation? 

Mr. Hernxew. Right. 

Mr. McIntire. Let me ask one further question, and this is my last. 
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Your statement here is that you represent a fine large organization 
in Missouri. What would be your thought as to the opinion of your 
farm people, those of them who are now produci ing basic commodities, 
relative to the equity in a situation which exists at the moment wherein 
as they meet the requirements in a program in which you say they 
are sincerely interested, of acreage controls or acreage adjustments, 
to meet the price-stabilizing program, would those people feel that by 
the same token in order to be equitable that those acres should stay 
out of the production of a commodity that does not have price-sta- 
bilizing programs ? 

Mr. Hertnxex. Yes, I think they would be agreeable to that and 
devote themselves to soil-conserving practices. 

Mr. McIntire. And virtually taking them out of production for 
markets in general, you might say, as a part of the consideration for 
their receiving the price-s stabilizing programs on the commodities 
which they are primarily interested in producing ‘ 

Mr. Hetnxet. Yes, sir. 

1 think for the most part they are willing to do that. 

Mr. McIntire. Thank you. 

The Cuarrman. Are there further questions ¢ 

Mr. Jones. Mr. Chairman. 

The Cuatrman. Mr. Jones. 

Mr. Jones. I might say that before Mr. Wheeler left he called to my 
attention the fact that he thought the statement Mr. Heinkel had made 
at the bottom of page 15, wherein he said, referring to price supports: 

They are not rigid but are in fact flexible because the support prices at 100 
percent of parity will go up and down as the cost of things farmers have to buy 
goes up or down. 

His comment was that he thought that was one of the most signifi- 
cant statements that had been made during the hearings that we have 
had. 

I might say that in that same sense that has been the difficulty that 
we have had and we have been unable to get from some witnesses here 
when they will not express themselves on whether 90 percent of parity 
was a high or a low support price. 

In fact, the secretary and the president of a national farm organiza- 
tion declined to state whether they thought 90 percent was high. We 
feel that the farmer is entitled to the 100 percent of parity although 
I do not mean to say that I feel it is necessary to have that in our law. 

We know that if the farm-parity program is carried out as it is 
intended to be, that 90 percent of parity certainly is not a sufficiently 
high price to encourage overproduction. 

Ts that a fair statement? 

Mr. Hern«et. Yes, it is. I might say, Congressman Jones, that 
by taking the position here for full parity we certainly are not criticiz- 
ing the present 90 percent support law. We think it is good, not bad. 
But we feel that as a matter of principle farmers are entitled to full 
parity. 

Mr. Jones. Thank you, Mr. Chairman. 

The Cuarrman. Are there any further questions? If not, we thank 
you very much, Mr. Heinkel, for your statement and for your appear- 
ance before the committee. 
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Mr. Hewxe.. Thank you, Mr. Chairman, and gentlemen of the 
committee. 

Mr. Jones. Mr. Chairman, before I leave I would like to present 
two other officials of the Missouri Farmers Association. 

Mr. A. D. Sappington, who is the chief counsel for that large organ- 
ization, and H. E. Klinefelter, who is the editor of the Missouri 
Farmer which is a large farm publication in our State and is widely 
read. 

The Cuarrman. The committee is very happy and feels highly 
honored to have them appear here today. 

Before the committee adjourns the Chair would like to call attention 
to the matter of the wool hearings which were terminated some time 
ago with the understanding they would be held open for statements 
by Members of the Congress who might wish to file them. That ap- 
plies also to any farm organizations which might wish to file state- 
ments. 

We have had submitted to the committee since the hearings closed 
statements from the United States Testing Co., Hoboken, N. J. I 
think they requested that statement to be filed in the course of the 
hearings. 

Also, a statement from the American Farm Bureau Federation and 
from the National Grange. Also, statements from a number of Mem- 
bers of Congress—I will not enumerate the names on the list—in 
which I think all of them express their support for the legislation. 
In any event, they express themselves on the legislation. ; 

Unless there is objection, the Chair would like to have all of these 
statements made a part of the hearing at this time, and that means 
that we can then close the wool hearings. 

The Chair hears no objection and those statements will become 
part of the record. 

The committee will adjourn until presumably 10 o’clock Tuesday 
morning. Something may come up necessitating a meeting Monday 
morning, but we will adjourn until 10 o’clock Tuesday morning. ~ 

(Whereupon, at 1:08 p. m., the committee was adjourned, to re- 
convene at 10 a. m. Tuesday, March 30, 1954.) 
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TUESDAY, MARCH 30, 1954 


Hovse or Representatives, 
CoMMITTEE ON AGRICULTURE, 
Washington, D. C. 

The committee met, pursuant to recess, at 10: 07 a. m. in room 1310, 
New House Office Building, Hon. Clifford R. Hope (chairman), 
presiding. 

Present: Representatives Hope, Andresen, Hill, Hoeven, Simpson, 
Dague, Harvey, Lovre, Belcher, McIntire, Williams, Harrison, Cooley, 
Poage, Grant, Gathings, Albert, Wheeler, Thompson, and Jones. 

The CHarmrman. The committee will come to order. Before we 
proceed with the witnesses who are on our list this morning the Chair 
would like to ask unanimous consent to have inserted in the record 
certain letters and statements that have been submitted, as follows: 

Letters from Mr. F. B. Northrup, executive director of the National 
Cigar Leaf Tobacco Association, and Mr. C. W. Kitchen, executive 
vice president of the United Fresh Fruit and Vegetable Association, 
and Mr. Ernest Falk, the manager of the Northwest Horticultural 
Council, all of which are in connection with the hearings which were 
held last week on H. R. 7997. 

Unless the Chair hears some objection those letters will be sub- 
mitted for the record and made a part of the record of that hearing. 

The Cratrman. There has been submitted also a statement by Mr. 
Noel McDade, of Clayton, N. Mex., with respect to the matter of price 
supports on cattle. Without objection that statement will be made 
a part of the record for the day on which we heard the representa- 
tives of the United Livestock Producers Association. 

Also, the Chair has a statement prepared by Mr. Russell Schwandt, 
secretary of the Minnesota Farmers Union on the subject of diverted 
acres and imports. That will be made a part of the record for today. 

(The document is as follows :) 


STATEMENT ON DIVERTED ACRES AND IMPORTS, PREPARED BY RUSSELL SCHWANDT, 
SECRETARY, MINNESOTA FARMERS UNION 


I deeply appreciate the opportunity of having this testimony on behalf of the 
more than 25,000 farm family members of the Minnesota Farmers Union inserted 
into the record at this time. 

I wish to commend the individual members of the House Committee on Agri- 
culture for their diligence in seeking to sift through and evaluate the tremendous 
volume of controversial talk we 2re hearing today about the farm program. 

The burden of keeping the record straight, in-partial and objective rests upon 
the members of the Agricultural Committee of the House and Senate. 

Your publication of the testimony as these Learings proceed is a real service 
to the people of this country. This enables them to inform themselves so that 
they can hold intelligent opinions about farm vconomics and farm price support 
programs. 


3225 
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In view of the detailed testimony which has or will be presented covering the 
general agricultural situation by representatives of the Farmers Union, I am 
going to confine my remarks to the situation we find ourselves in today rela- 
tive to acreage controls and imports. 

I am a corn and hog farmer in southwestern Minnesota. Having lived on a 
farm in this area all of my life, I am disturbed by the situation we are in today 
relative to achieving the maximum in compliance with acreage cutbacks on 
corn. 

To keep the record clear I want it clearly understood farmers want to com- 
ply with the program. However, the average farmer on 80 acres or 160 acres 
is finding himself caught in a severe cost price squeeze, and therefore cannot 
cut his production and still be able to meet his obligations. It is just that 
simple 

In our area of the country farmers will be going into the field within a few 
days. Therefore, it is imperative that action be taken promptly in regard to a 
diverted acre bill. 

We are very much in favor of the Anderson, Marshall, Humphrey, Thye bill, 
H. R. 7662, which calls for benefit payments to the producer for taking acres 
completely out of production. 

Payments to the producer would be on the following basis: 

25 percent of the average 6-year production per acre of controlled crop in a 
county multiplied times the loan rate. 

Twenty-five percent of the average 5-year production per acre of controlled 
crop in a county multipled times the loan rate. 

A producer to be eligible for payment would have to take the acres out of pro- 
duction and perform certain specified soil building practices for which he would 
also be eligible for any payments available under ACP. 

To illustrate this further, if the normal production of corn in a county over a 
5-year period was 40 bushels per acre, 25 percent of this would be 10 bushels; 
multiply this times effective loan rate which in most Minnesota counties is $1.52, 
this is $15.20 per acre. 

As you gentlemen well know, you raise less bushels when you plant less acres. 
This type of bill would partially compensate the farmer for loss of income and 
enable him to comply with the program. 

In the case of corn, unless such action is taken it is doubtful whether or not 
production will be substantially cut. 

I am not opposed to the switching from one crop to another, and believe farmers 
in some areas of the Nation would benefit by having a more diversified type of 
agriculture. 

However, we believe that the acreage cut is too severe, and we could have the 
following situation develop.. Either we will have little compliance and will have 
a great overproduction of corn, or if the compliance is good, we will have a large 
number of acres forced into other crop production. 

It seems possible that because the support price on barley has dropped from its 
proper relationship according to feeding value with corn, that we would have a 
great many of the diverted acres going into barley. With the lower price, there 
could be a tendency to feed the cheap barley and put the corn under loan, which 
would maintain the present supply in spite of acreage cutback. 

The only reasonable solution would seem to be to make the acreage cut more 
moderate and to provide benefit payments so that farmers could put diverted 
acres into soil building. 

It is obvious that if farmers must divert acres from wheat and corn that they 
will put this land into other cash crops to maintain their income, unless there is 
some incentive to take the land out of production and carry out soil-building 
practices. Bill No. 7662 which I have discussed is a sound approach and should 
be given immediate serious consideration. 

We do not believe it is enough to propose as the President did in his agricul- 
tural message that ACP funds be used in hardship cases, quote, ““Wherever acre- 
age adjustments are especially difficult.” 

Benefit payments should be available upon all diverted acres. 

Along this same line I wish to include several points which should be given 
consideration. 

While these benefit payments are a practical immediate means of handling 
diverted acres, there is another method which we have advocated for some time 
and which we believe would have substantial merit in stabilizing farm prices. 

Whenever it becomes necessary to reduce acreage of a crop, the support level 
should be increased to compensate for the loss of income from the acreage 
reduction. 
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Thus if, for example, an acreage cut of 20 percent is ordered, the support price 
level should be advanced 20 percent to bring the producer approximately the same 
income off the fewer acres. 

The principal purpose is to maintain the farmer’s ‘take-home pay’, but there 
is another important result. 

You are aware, of course, that when the announcement is made of a future cut 
in a support level, generally speaking, the market reacts immediately. Any 
potential cut in the future will tend to weaken prices immediately. You prob- 
ably recall the instance last summer when the wheat market price broke 17 cents 
in 2 days in anticipation of a “no” vote in the marketing quotas. The 1954 
crop had not yet been planted, but the market price in midsummer 1953 was 
already plunging in anticipation of a lower price in 1954. Buyers have a 
tendency to skimp along on the smallest possible purchases in anticipation of 
the reduced prices to come in the future. 

Under the suggestion for an increase in support prices when acreage controls 
are necessary, the effect would be the opposite. For example, if there was to 
be a 1955 acreage cut of 20 percent on wheat, the support rate would be stepped 
up from 90 percent of parity to 110 percent of parity. 

Seeing the prospect of controlled production and higher prices ahead, buyers 
and speculators would tend to get into the market to lay in supplies because 
they would know that in a year they would have to pay more. Thus, there 
would not only be income protection for 1955 but the 1954 price would be 
strengthened. 

Either the diverted acre benefit payments or the take-home pay principle, 
or perhaps a combination of both, will work effectively, but to cut acres without 
increasing price or making other provisions is to face certain economic difficulty 

Two other suggestions are being made. One is that the administration should 
deny price supports to farmers who do not comply with controls. Another is 
that the Secretary of Agriculture should establish lists of crops which may not 
be grown or which may be grown in only limited quantities on diverted acres. 

In themselves, neither of these proposals go far enough because there is no 
provision for protecting the income of the farmer. 

While on the subject of acreage controls, I want to reemphasize the plight 
of the small operator. Action should be taken to lessen the impact upon the 
small producer. 

The Minnesota Farmers Union has urged that whenever controls become 
necessary, they should be on a graduated basis, lessening the impact upon the 
smaller farmers. 

We believe it should be worth serious consideration to exempt the first 25 
acres for each corn producer in the commercial area. This should soften the 
effect of the production cut and enable more farmers to comply. The average 
farmer who does not comply with the program tends to increase his acres for 
the simple reason he expects a market price substantially below loan and will 
seek to produce more bushels in order to maintain his total income. 

I wish next to call your attention to an inexcusable situation affecting our 
loan program which has developed relative to imports which is not generally 
understood. 

The effective operation of any system of price supports and the equitable 
operation of production controls will be seriously complicated as long as we do 
not have a definite national policy restricting imports at any time the domestic 
price is below full parity. 

The scope of some of our grain imports in the past few years can be seen 
from the fact that imports of barley and rye in the past 5 years are greater 
than our total carry-over of the two grains as of last July 1. Our oats carry- 
over last July would have been very small except for the accumulation of 
imported oats over the past 5 years. 

Imports of oats from 1949 to 1953 were 221 million bushels as against a July 1, 
1953, carry-over of 255 million bushels. 

Imports of barley from 1949 to 1953 were 91 million bushels as against a 
carry-over of 51 million bushels. 

Imports of rye from 1949 to 1953 were 27.7 million bushels as against a 
carry-over of 6.2 million bushels. 

If imports at prices below parity were restricted, it would have the following 
effects : 

1. Because the domestic production is not equal to demand, the market price 
would be bid up to parity or higher. 

2. Acres would be attracted into sufficient plantings to satisfy our domestic 
needs, thus relieving the pressure towards heavy plantings of the basic crops. 
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It can be seen that large imports of grain tend to nullify the effectiveness of 
price supports, since the market price is not permitted to rally even on such 
crops as farmers have voluntarily reduced plantings. 

Market prices on oats, rye, and barley today would be well above parity if 
the market were to depend upon domestic production alone. 

At the same time, for lack of a strong cash market price for these nonbasic 
grains, farmers are forced to rely increasingly upon the basic grains, wheat and 
corn, because of the better price outlook. Surpluses would not build up so 
quickly on the basics if there was some price incentive to raise the feed grains. 

If it were not for the more than 410 million bushels of foreign grain which 
has been piled up on top of our own supplies in the past 5 years, we would 
probably not have controls this year on wheat and corn. 

The extent of our grain imports is probably not very well known. From 1935 
to 1948, for example, we imported $811 millions in feed and grains from Canada 
while exporting $221 millions of the same to Canada. 

From just last July 1 to the present time, we have imported 22 million bushels 
of barley, 45 million bushels of oats, and 12 million bushels of rye from Canada. 

The only grains which have quotas are milling wheat and flaxseed. Other 
grains are limited only by low tariffs and by gentlemen’s agreements. The 
tariffs do not even offset the lower freight rates in effect in Canada. 

Every bushel! of foreign grain which comes in (and most of it is Canadian) 
displaces a bushel of American grain. One authority estimates that Canadian 
imports in the past 5 years have displaced the equivalent of 15 million Ameri- 
can crop acres, 

If imports of foreign agricultural products, which could readily be produced 
in this country, are considered necessary in the interest of world relations, then 
it is a matter for the State Department to handle. World trade is a national 
problem, not solely the responsibility of the farmer. Therefore, the imports 
should be handled in a manner in which they will neither depress domestic 
prices nor cause controls to be imposed upon American production. 

In computing carry-over limits of grain, imported grain should be isolated from 
domestic production and should not be a factor in establishing production con- 
trols. It neither is fair nor just for American acres to be taken out of production 
because of imported grain. 

In conclusion I wish to state Minnesota farmers are depending upon our 
Congressmen to stand firm for a decent price-support program. We are relying 
on them to be on the alert every hour and every day to spike misinformation and 
confusion whenever it is spread about the farm program. Once the propoganda 
is published across the country, it is hard for the correction to catch up with the 
error. 

The challenge today is whether we will submit to the dismantling and dis- 
crediting of the farm price support program or whether we will all unite to build 
a stronger program on the present foundations as advocated by the Farmers 
Union. 

The Nation will best be served if there is a support program geared to assure 
100 percent parity prices of a fair and realistic parity. 

Action needed this year to implement such a program would include: 

1. Three-year extension of the supports on basics with increase of the support 
level to 100 percent of parity. 

2. Inclusion of oats, rye, barley, flax, and soybeans in the list of basic com- 
modities for mandatory supports at a minimum of 90 percent. 

8. Price supports of at least 90 percent of parity on all major perishables, 
either through direct supports or production payments. 

4. Creation of a national strategic reserve of food which includes corn and 
other farm products. 

5. Upward revision of legal carry-over limits of grain. 

6. In eomputing carry-over limits, imported grains should be isolated from 
domestic production and should not be a factor in establishing production 
controls. 

7. Provision of incentive payments for soil conservation practices on diverted 
acres. 

8. Restoration of 90 percent supports on butter using production payments 
similiar to those proposed in the wool program. 

I believe that the level of price supports should be determined by Congress and 
not left to the Secretary of Agriculture. 

I sincerely hope the Agriculture Committee will consider the recommendations 
of the Farmers Union in regard to writing a strong farm program. 
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The Cuarrman. The first witness on our list for today is Mr. Homer 
Brinkley, executive vice president of the National Association of 
Farmer Cooperatives, who is no stranger to this committee. We are 
very happy to have you here today, Mr. Brinkley, and we will be 
pleased to hear from you at this time. 


STATEMENT OF HOMER L. BRINKLEY, EXECUTIVE VICE PRESI- 
DENT, NATIONAL COUNCIL OF FARMER COOPERATIVES 


Mr. Brrnxiey. Thank you, Mr. Chairman, and members cf the 
committee. I am very happy to have the opportunity of presenting a 
statement on behalf of the National Council of Farmer Cooperatives. 

I am Homer L. Brinkley, executive vice president of the National 
Council of Farmer Cooperatives with offices at 744 Jackson Place 
NW., Washington, D.C. The National Council is a conference organi- 
zation whose members are farmers’ cooperative business associations, 
marketing farm products and purchasing farm production supplies 
for their members. 

For the record in these proceedings, we wish to present briefly some 
of the factors in the domestic and foreign economic climate under 
which operate the price support programs for agricultural commod- 
ities, including the trade agreement programs, and section 22 of the 
Agricultural Adjustment Act of 1933 as amended. It is submitted 
that these programs and regulations do not operate in a vacuum nor 
in isolation from the complex relations of domestic and world trade. 

Events of the last few years have demonstrated that in normal times 
our domestic and foreign agricultural trade so closely affect each other 
that neither of them can be isolated and considered separately. The 
difference between the price level of commodities supported by Gov- 
ernment programs and the so-called world market for such commodi- 
ties governed by reciprocal trade agreements has been demonstrated in 
the potato surplus of 1951, which, augmented by Canadian imports, 
wrecked the price-support program; the collapse in 1952 of the wool 
prices which had been blown up to unjustified heights by foreign spec- 
ulation in the American war demand; the $600 million American 
subsidy of export wheat under the International Wheat Agreement 
from 1949 to 1953, and the underselling of American IWA wheat in 
sterling area markets by Canada and Argentina. 

The United States economy is geared to high personal incomes 
through high-capital investment, high wages, and high rem all 
operating as incentives to high production per man and high pur- 
chasing power per employed worker. 

This has been a deliberate national policy, and a distinguishing fac- 
tor in the cumulative expansion of American production per worker 
has been the variety of protections thrown around the producer-con- 
sumer by national policy. The most important of these are immigra- 
tion quotas, minimum wages, and retirement benefits to protect the 
income and living nudee of the wage earner ; Federal deposit insur- 


ance, patent registry, and exchange controls to protect savings; vari- 
ous farm programs to protect farm income and farm capital replace- 
ment and expansion; and long-term, low-interest loans to consumers 
to acquire and protect ownership of homes and the capital values 
invested therein. 
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The capital investment in agriculture in the United States is more 
than $140 billion in land, buildings, machinery, and livestock for 10 
million workers, or above $14,000 per worker. Because of the compe- 
tition in various segments of the United States economy, embracing 
the most highly mechanized industry and agriculture in the world, 
agricultural production must be held at a high level per worker in or- 
der to justify the capital investment and maintain the competitive 
wages and standard of living necessary to attract the manpower re- 
quired by the agricultural production dictated by the national wel- 
fare. Farm prosperity is dependent on cutting a bigger rather than 
a lesser economic pie. 

Another feature of the high-level economic activity in the United 
States is the widely diversified and closely knit integration of pro- 
duction of primary raw products, including agricultural products, the 
manufacturing and processing thereof, and wide distribution of the 
finished products to the consuming public. Except among the de- 
pendent youngsters and oldsters, producers and consumers are identi- 
cal groups in the United States, and their high income and consump- 
tion level is coincidental with the development of a dominant 
middle-income group embracing the great majority of workers and 
farmers. This is the result, in turn, of the long-recognized policy of 
development of widely diversified and eiearetaikountenaien activities, 


fostered by public policy in the fields of education and science, finance, 
taxation, transportation, and other similar incentives, in the internal 
economic and political climate. 

Industrial and agricultural areas in the United States which have 
had one-industry economies such as Pittsburgh steel, or one-crop 


economies such as Southeast cotton, have been active in recent years 
in diversifying their production in order to get economic stability 
established on a broad production-consumption base. Many other 
like instances in the domestic economy can be cited where wider 
diversification has been and is being vigorously pursued. In the 
United States we have learned to define underdeveloped areas as those 
lacking in the well-integrated diversification in production of primary 
raw materials, in balance with the manufacture and processing 
thereof, and in their widespread distribution for plentiful consump- 
tion in the area of production, and for exchange of surplus production 
with other domestic and foreign areas for products beyond the con- 
sumption needs of the latter. That is economic development as we 
know it in the United States, born of economic experience and sus- 
tained by accepted economic policy. Our future is geared to an 
expanding diversification and not to a restrictive narrow economy. 

On the other hand, the policy of development in the international 
economy, which seems to be receiving sympathetic consideration in 
our own Government, instead of diversification and balanced integra- 
tion as we know them in America, would consist of maintaining one 
State with a rubber-producing economy, another with oil, another 
with wool, another with tin, another with meat, another with wheat, 
and America with an adding-machine, cash-register, and antomobile- 
producing economy. To those who have analyzed the well-rounded 
American economy in comparison with others, it seems evident that 
comparative economic advantage is not entirely a matter of climate 
and resources, but the dominating factors are know-how, capital 
formation and investment. 





LONG RANGE FARM PROGRAM 3231 


The nature of the general program of other nations of the world 
is to protect themselves against the impact of the productive, dynamic 
economy of the United States, except insofar is the United States 
is a market for certain of their surplus raw materials and industrial 
products, and to the extent it is necessary to obtain dollar exchange 
for needed minimum reserves, production supplies, and Government 
finances as advantageously as possible. In such case, they habitually 
undersell, if they are in competition with a domestic cost or price 
support situation. So that the United States price-support programs 
have become an umbrella beneath which other nations undersell and 
absorb our foreign markets, or slip into our own domestic markets 
by underselling, where our regulations have been relaxed, or expand 
their own production on an uneconomic basis. 

This economic policy of other nations is in conflict with our na- 
tional economic policy. Section 22 of the Agricultural Adjustment 
Act was adopted by the Congress to effect the orderly production 
of farm products and their distribution to the American market. It 
was rendered useless by amendment paragraph (f) in the Agricultural 
Act of 1948. It was revised in the Reciprocal Trade Agreements 
Extension Act of 1951, and again in the Extension Act of 1953 to 
make it potentially more effective in combating uneconomic foreign 
competition in United States markets, if it were so administered. 
This seems unlikely, based on past experiences with our foreign 
economic policy which seemed destined to seriously adversely affect 
American agriculture, just as a like policy ruined agriculture on 
the British Isles. 

One of our greatest farm problems is that of underselling of, and 
discrimination against, American farm products in foreign “markets. 
This can only be solved by a modification of our overall for eign eco- 
nomic policies, which would bring about the effective use of section 22. 

This is one of the first anchors of the national council’s farm pro- 
gram on which the successful operation of a great many other phases 
of a domestic farm program hinges. The council believes that— 
the provisions of section 22 should be invoked promptly and vigorously when 
imports impede or threaten to impede Federal or State marketing programs. 
The reeommendations of the Secretary of Agriculture, approved by the Tariff 
Commission on such matters should be final, and quantitative limitation should 
be placed upon competitive imports in cases where American production and 
marketing are limited by law; or where adequate tariff adjustments cannot be 
made promptly by administrative action. 

A second principle of the national council’s farm program is the 
promotion and development of consumption and marketing both in 
domestic and foreign trade channels. 

In the field of foreign marketing, we commend the reorganization of 
the Foreign Agric ultural Service in the United States Department of 
Agric ulture, and its policy of making sales opportunities in foreign 
countries available to a wider list of our agricultural commodities. 

Any successful farm program, from our viewpoint, should have as an 
integral part thereof a competitive system of foreign sales, and meth- 
ods for aggressive development of such sales on a continuing basis by 
private industry, including farmers’ marketing associations. 

In furthering a favorable climate for aggressive foreign selling, the 
agricultural attachés and foreign commodity specialists should be 
returned to the supervisory jurisdiction of the United States Depart- 
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ment of Agriculture. American producers of farm products will not 
be likely to develop expanded foreign markets if they are continually 
hampered by a foreign service which is either unable or unwilling 
to render maximum assistance in that direction. 

In the field of domestic markets we need to step up market pro- 
motion and consumer demand for our food and fiber products. Maxi- 
mum attention should be given both by private business and Govern- 
ment agencies to the promotion and development of sound markets, 
new uses, and diversion methods. A fundamental principle in any 
farm program should involve maximum incentives for sound market- 
ing efforts by farmer cooperatives and other private commercial 
interests. 

In this area, numerous successful examples of cooperation between 
producer organizations, other private handlers and Government have 
been found in the field of marketing agreements, which have been in 
effect in handling certain commodities for a number of years. That 
is, they have been successful in adjusting the supplies of higher quality 
commodities to the effective demand, and in finding diversion uses 
for lesser quality products on what amounts to a multiple pricing 
basis when and if the market situation so warrants. 

It should be understood that the following references to marketing 
agreements are designed to develop only the possibilities of the ap- 
plic ation of some of the principles of this general method of approach 
to the overall problem of farm program development. We do not 
wish to leave the impression that, in our opinion, such programs of 
themselves offer more than a rather limited approach to the solution 
of farm problems and then only to a comparatively few commodities 
to which they may have special application. 

Our references are designed as illustrating certain principles which 
we feel should be given more attention in the development of the kind 
of farm programs ; which place primary emphasis on the development 
of sound competitive mar oe ting systems in domestic and foreign com- 
merce, handled by private industry, participated in to the maximum 
extent possible by producers in their initiation, operation and shared 
responsibility. 

Whether by accident or design, the marketing agreement procedure 
has tackled the supply-demand ratio as the causative factor in price 
and production maladjustment and has not tackled the price situation 
directly as such. We believe it is accepted clinical procedure to treat 
the casual infection rather than the symptomatic above-or-below nor- 
mal temperature resulting therefrom, So that marketing agreements, 
in large part, have been successful in getting producers the best in- 
come that consumer demand would sustain. At the same time there 
has been reflected back to producers the need for orderly production 
adjustments, and they have assumed their responsibilities in that 
connection. 

While the programs have been under the supervision of the De- 
partment of Agriculture, the producers through their own setup have 
assumed the responsibilities for orderly mz keting, including market 
quotas, and grading, sales promotion, export and diversion projects; 
and also the price and production adjustments necessary to move their 
product into consumption channels, and handle the carryover. While 
section 32 funds have been used to increase diversion sales to Govern- 
ment consumption projects, the Government has not assumed the re- 
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sponsibility for buying and storing the surplus at a fixed support 
price. Price has been the result of orderly adjustments between sup- 
ply and demand. 

The milk marketing orders have also represented cooperation be- 
tween producers, handlers and Government to adjust supply to de- 
mand in order to sustain the best income possible, but their effective- 
ness has been complicated by fixed level price supports for byproducts 
butter and cheese, which enter into the pricing formula, directly or 
indirectly, and by fixed price supports for grain feeds fed to cows, 
which affect production costs. 

All in all, the marketing agreement has prove to be a reasonable 
device under which producers, handlers, and Government can co- 
operate, under protection of the law, to get the greatest consumption 
at a price which will sustain optimum production at the least cost to 
the Government and with the greatest assumption of responsibility 
by the producers and their or ganizations. 

This is in line with the National Council’s farm program principle 
that programs should permit of such normal changes and adjust- 
iments as may be necessary to meet changing supply and demand con- 
ditions.. It also meets the criteria that a major objective should be 
maximum participation in administration on the part of producers 
and producer organizations. Still another of our principles is met 
in that simplicity of enforcement is desirable where enforcement meas- 
ures may of necessity become an integral part thereof. We feel that 
programs should be activated by incentives as far as possible, rather 
than by penalties. 

Such programs should be adjustable directly to the changing cur- 
rent needs of the producers, including any price support operations, 
and should be administered by farmers and bona-fide farmer organi- 
zations. They should be designed to stimulate the effectiveness of 
farmers’ business associations and enhance their opportunities for 
service to their members. Actually, some Government-operated farm 
programs are competitive with and destructive of farmers marketing 
organizations. Government activities can outbid the producer organi- 
zations for the patronage and loyalties of their members. 

The marketing agreement program also meets the National Coun- 
cil’s criteria that it is so devised to afford primary assistance to 
domestic producers. It points up the need for a device like section 22 
even when domestic production is on the most economical basis. Since 
the marketing agreement results in pricing at the level which will 
keep producers i in production and yet reflect the best domestic price 
to consumers, the need for section 22 is not a matter of conjecture but 
is easily computable on the basis of market facts. 

The benefits of our farm programs should not be extended to pro- 
ducers, traders and dealers of foreign countries or to the treasuries 
of such countries. Much of this has taken place under our pricing 
policies. Our foreign-aid programs were designed to do this through 
technical assistance and other aid; and a foreign economic policy 
which created a favorable climate abroad for capital investment would 
ultimately clear up most of the price difficulties of producers of 
primary products here and abroad. 

A program of capital investment by private industry would do 
much to increase diversification and expansion of production, and in 
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the process we would see an increase in the consuming power of the 
masses of the population, thereby providing steadily expanding mar- 
kets for products in both domestic and foreign trade. 

With particular respect to marketing agreements as such, the Na- 
tional Council favors legislation that carries authorization for the 
use of marketing agreements and orders and for the continuation 
and liberalization of the act. It should provide for inclusion of addi- 
tional farm commodities to which marketing agreements and orders 
are adapted, wherever a majority of the producers by number and 
volume signify their desire to be included under the act. 

The act should be amended to enlarge and clarify the authoriza- 
tion for agencies established under marketing agreements and orders 
to engage in or finance within reasonable limits research work from 
funds collected pursuant to the marketing order. 

This will afford an opportunity for the industry to actively pro- 
mote badly needed market and utilization research on its own prod- 
uct. The National Council favors legislative action which will provide 
for the expansion of public facilities and personnel necessary for basic 
research in all problems of utilization and marketing of farm products, 
including development of improved farm production supplies. For 
this purpose, the facilities of the Federal Government, land-grant 
institutions, State experiment stations and private research agencies 
should be utilized in the most practical manner. 

However, we are convinced that in the field of applied research, 
blocks have been raised to public sponsorship and financing. We be- 
lieve that through the marketing contract, provision can be made for 
promotion and support of marketing and utilization research by the 
industry in a most voluntary, effective and satisfactory way. At pres- 
ent our commodity industries are not organized and financed to carry 
on this function and a great vacuum exists which ought to be occupied 
by adequate applied research in marketing and utilization. 

The marketing agreement legislation should also be amended to 
provide for continuous operation of marketing agreements and orders, 
despite short-term price variations, in order to assure orderly distri- 
bution throughout the marketing season. At the present time the pro- 
visions of the marketing agreements are suspended if the price of 
the products rises above parity even for a short time. 

The price-support programs for our basic commodities embrace a 
number of the same principles utilized in the marketing agreement 
approach, particularly when quotas and allocations are in effect. These 
are voted by the producers themselves, and at the local levels, the 
programs handed down are administered by elected representatives 
of the producers. 

But in other respects they are different. At the State and Federal 
levels they are administered by professional appointees of the Gov- 
ernment, who are always under control of the Civil Service, the 
Budget Bureau, and the General Accounting Office, whose regulations 
govern the complicated slow-moving procedures and assure protection 
of the Government interest first, and the sensitive economics of pro- 
duction and distribution only indirectly, if at all. 

The fundamental differences from the marketing agreement pro- 
gram are that there is at any one time in the price support for 
basic commodities a fixed support level at a price below which the 
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Government takes possession and comes into ownership of the volume 
which cannot move into consumption at that price level. 

This will be true whether the price support is directly fixed by law 
or by a legal formula which in itself is rigid. Incentives are lacking 
for the industry to voluntarily adjust supplies to demand, and there 
is no effective overflow through diversion of surplus to lesser uses. 

There is no participation directly by the producers in goal finding, 
administration of the quotas, in market development, research, or in 
the responsibility of production adjustment. There is no device for 
the — efficiencies of production to feel out the levels at which 
costs will be sustained by consumer demand. 

It seems to us that machinery exists at the local levels, and that it 
can be created at higher levels, to bring most of the principles of 
proper incentives to bear on the programs for basic commodities. In 
so providing we believe that we will have programs which entail more 
producer participation, more flexibility, more production adjustments, 
better distribution and consumption, and stepped-up research and edu- 
cation in the economics of production, marketing and utilization. 

Potential agricultural surpluses should be stockpiled in the soil in 
the form of soil fertility, so that they can be used for stepped-up pro- 
duction as our markets will absorb them and in emergencies. We 
would favor the revision and adaptation of our soil conservation pro- 
gram to accomplish this purpose in the case of acreage taken out of 
production in the course of adjusting visible commodity supplies to 
effective foreign and domestic demand. The seriousness of the prob- 
lem of diverted acres is difficult to overestimate. 

If we are to continue the fixed price supports for basic commodi- 
ties—either by the present method or by the fixed flexible formula— 
then the National Council believes that the Commodity Credit Cor- 
poration should be required to use private agencies, including farmers’ 
cooperatives, to the maximum extent possible in the loan and storage 
program. 

It should assume to an increasing extent the function of an insurer 
or guarantor of loans, thereby following other well-established prece- 
dents in government such as home-loan and deposit-insurance 
programs. Liout 

Such programs should also minimize the possibility of Commodity 
Credit Corporation coming into possession of large quantities of com- 
modities. Should possession of supported commodities be unavoid- 
able, Commodity Credit Corporation should then resort to private in- 
dustry to a maximum degree in the movement of its stocks into the 
channels of consumption, using such contractual relations with farm- 
ers’ cooperatives and other business agencies as may be mutually 
canna ; , : 

It should be the role of government to provide the incentives for 
the construction and operation of the necessary storage facilities by 
private industry. st Oi ; 

Governmental agencies and employees must keep in mind at all times 
the congressional mandates requiring the encouragement of farmers’ 
cooperatives. These policies of Congress are as valid today as when 
established. 

However, we do not regard Government sponsorship, development 
and use of captive farmers’ cooperatives to serve governmental pur- 

88490—54—pt. 19 —28 
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poses alone as being within that mandate and we express our firm 
—— to such policies. 

e are opposed to any effort on the part of the Government by de- 
sign or otherwise to use farmers’ cooperatives for governmental pur- 
poses to the detriment of those activities in which farmers should nor- 
mally engage in the mutual farm business enterprises for which they 
have been established, or in which they wish to engage. 

We have a feeling that the operation of some programs has not given 
sufficient leeway or choice to producers as to the type and kind of 
treatment which will more nearly fill the special needs of some com- 
modities. 

For example, the members of our organization who are engaged 
in the processing and marketing of rice in domestic and foreign 
markets have signified recently that they are very much interested in 
a multiple price program which they feel would aid them in competi- 
tive pricing in foreign markets. 

This is the second time the rice industry has adopted this attitude. 
There may be similar instances where some other type of program, or 
modifications of existing programs, will more nearly fit the needs of 
producers of certain crops. With this in mind it occurs to us that 
study and consideration might well be given to the development of 
legislation which would afford some degree of latitude to producers to 
develop such modifications under some type of permissive legislation 
within the framework of the general program, or to develop special 
legislation. 

In closing, we desire to emphasize that in our opinion, under modern 
economic and social conditions, with a high degree of rigidity in cost 
structures, increasing monetary outlay in the production of farm 
crops, and the need for adequate production to insure consumers 
abundant quantities of high quality food and fiber, together with 
increased risks incurred inherently in high sustained production, the 
welfare of the Nation requires that degree of stability in price and 
market structure which will insure the optimum contribution by farm- 
ers to the national interest. 

National agricultural policies should not be such as to promote 
chronic overproduction beyond any demand. They should, on the 
other hand, provide opportunity to promote efficiency, permit sound 
economic and technical adjustments, develop proper interrelationships 
within agriculture, and result in a high level of consumption of farm 
commodities. 

The level of production should be susceptible to such prompt ad- 
justments as will result in solid economic stability in farming and a 
percentage of the national income commensurate with the contribu- 
tion to our economy made by the farmers of the Nation. 

In the process of achieving that goal, our system of free choice, 
free enterprise, and the development of farmer-owned and farmer- 
controlled organizations should be further encouraged. 

The Crarmman. We thank you very much, Mr. Brinkley, for your 
very comprehensive statement. I notice in the course of this state- 
ment that you do not specifically discuss the legislative proposal 
which is before the committee in the form of a committee print, or 
other proposals that are before the committee for the extension of 
the present 90-percent price-support program on the basic com- 
modities. 
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Is it correct that your organization is taking no position on those 
matters ? 

Mr. Brinxuey. That is correct. We are taking no position on the 
relative merits of the extension of 90-percent supports or imposition 
of so-called flexible supports. ! 

The CuarrMan. Does that mean that your organization regards that 
question as a matter of lesser importance than some other organiza- 
tions might consider it to be? 

Mr. Brinxtey. It stould not be construed, Mr. Chairman, as 
indicative of any feeling on our part that it is of anything but tre- 
mendous national importance. The situation of course is that the 
National Council of Farmer Cooperatives is composed of member 
organizations engaged in the business operations of marketing farm 
products and manufacturing, processing, and purchasing of farm 
supplies. 

Ve handle in one way or another practically every commodity 
produced in America. There is a wide divergence of opinion be- 
tween our members depending upon their commodity interests or 
their geographical or area situations and our feeling has been that 
in order to continue the kind of very pleasant work relationships 
that our organization has had with the general farm organizations 
that perhaps we should concentrate on those aspects of the farm 
program which were more directly in line with the particular in- 
terests of our own group, which is the business end of agriculture, 
and leave to the general three organizations the broader aspects of 


the development of policy with respect to pricing and other such 


matters in connection with the farm program. 

The Cuatrman. You have made what seems to me to be some quite 
constructive suggestions with respect to the operation of the price- 
support program and which I take from your statement would apply 
about equally as much if the program should be one of flexible 
ore as to price-support levels or if we had price supports at a fixed 
evel. 

Mr. Brinxiey. That was our intention. It should be understood 
that our organization is certainly not opposed to the principle of 
price-support legislation. We rather, I think, generally accept the 
idea that we will probably have that type of legislation for some 
time to come, involving at least the principles of some degree of price 
support at whatever level. . 

In connection with that kind of a program you do have injected 
into the agriculture situation factors which are quite different in many 
respects than would be the case if you had some other kind of program. 

So recognizing that we have attempted to develop our own program 
and our philosophy along the lines that would be indicated by that 
kind of program, and with that kind of program you do run into 
various situations in which we are directly and Sienhy concerned in the 
marketing of agricultural commodities on the scale on which we do 
market in both domestic and foreign commerce. 

The Cuartrman. I take it that you feel those situations would be 
very much the same whether we had the so-called flexible or so-called 
rigid price supports. 

Mr. Brrnxtey. My own personal feeling—and it does not reflect the 
opinion of my organization—is that under certain conditions it is 
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entirely possible that from a marketing standpoint there is risk that 
any fixed level of support, however arrived at, might well create a 
situation where you would not be as competitive in marketing as you 
would perhaps like to be, regardless of the method used in developing 
the level of support. 

The CuarrmMan. At the bottom of page 11 of your statement you 
include a paragraph in which you suggest that possibly producers 
ought to be given more choice as to what type of program should be 
in effect at any particular time for the commodities which they pro- 
duce. 

I have felt for some time that that was an idea that we should give 
some further study to and develop. I am glad to see that you feel 
that that is something that we should look into. 

Would you care to say more on that than you have said in the 
course of your statement? 

Mr. Brinker. Of course the example that I have used is one with 
which I am quite familiar, having been engaged in the rice marketing 
in domestic and foreign commerce for many years. Rice of course is 
one of the basic commodities and is on about a 60 percent export basis. 

In other words, we have to export from 50 to 60 percent of our 

roduction. On one occasion in 1936-39 I spent a great deal of time 
in developing a multiple pricing program for the rice industry. I 
came before this committee and as I recall the committee approved 
the program. 

That program was widely supported by the entire rice industry 
and all segments of the rice industry because they could see that it 
would put them in a position of being more competitive in this 
foreign area on which they were absolutely dependent. 

Recently there have been some discussions again in the rice industry 
and indications are that they would be very much interested in the 
development of a similar program. 

With that in mind the thought occurred to me that perhaps con- 
sideration should be given to other commodities, other areas. Maybe 
there are other situations where sole modification of the general farm 
program might come nearer meeting the particular commodity needs 
and the marketing problems of commodities than would be the case if 
they were simply blanketed under one general the without the 
modifications and the attempt to fit the particular needs of the par- 
ticular commodity. 

The Cuarrman. In other words, you are suggesting that there 
should be more flexibility in the program, leaving out the use of 
flexibility in relation to the level of price supports. 

What you are suggesting now is that there should be more flexi- 
bility in the choice which producers might have as to the program 
which they. will use. 

Mr. Brrnxiey. That is right. I look with much concern on a 
program, any program, where the more fundamental and basic issues 
are obscured by controversial subjects in connection with its con- 
sideration. I just have the feeling that one of the great central 
problems of agriculture now is the loss of our export markets, That 
has backed up and affected a great many of our commodities which 
are not directly engaged in export situations. So that when you 
begin to examine some of the reasons for that loss you come into some 
rather fundamental things that are involved. 
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I feel that far more attention should be paid to that area. What 
do we need to do to adjust our economy to meet these competitive 
situations ? 

Mr. Cootzy. Will you yield, Mr. Chairman ? 

The Cuairman. I would like Mr. Brinkley to finish his statement, 
then I will be glad to yield. 

Mr. Brinxtey. I want to emphasize again that I am not discussing 
the matter of council policies but my own personal views. I have a 
feeling that some of these other problems should be given a great 
deal more attention and consideration than it seems to me has been 
the case up to the present time, except in the very general way. 

I think there is general recognition. I do not feel we have gotten 
down to specifics in connection with some of them. I feel too that 
when we do get down into specifics and begin to consider special 
commodities problems with relation to those things that we may 
find that it will be necessary to make such adaptations and adjustment 
perhaps in a minor way but which will come nearer fitting a program 
to the particular needs of the producers of those commodities. 

The Cuarrman. I am very much in agreement with what you say 
on that matter. 

Mr. Cootzy. You said that it is time for us to get down to specifics. 
I have read your statement and listened to it with great interest. I 
was impressed by the fact that your statement is far from specific with 
regard to the things that you Sachem, 

Mr. Brrnxtey. In this statement that is correct. But if anybody 
wants to get specific with us on problems of particular commodities 
we are ready to go any time. 

Mr. Cootey. That is what I want to do right now. 

Mr. Brinker. I am not ina position todothat. Iam dealing only 
with the general overall council policy. 

Mr. Cootry. You said when we were ready for specifics you were. 
You are speaking for a great organization. 

Mr. Brinxtey. That is right. 

Mr. Cootry. How many members do you have? 

Mr. Brinker. We have about 115 direct members. 

Mr. Cootry. That is 115 cooperatives ? 

Mr. Brinxiey. Yes. National and regional cooperatives. They 
in turn have 3 million individual farmers as members. 

Mr. Cootry. You say that we are not dealing with specifics that are 
related to the basic problems. You said the basic problem is to be 
found in the loss of domestic and foreign markets ¢ 

Mr. Brinker. One of them. 

Mr. Cootry. We are dealing with it in a very specific way. The 
cotton farmers of the Nation, in an effort to bring supply in line with 
demand, have this year reduced their cotton. 

Do you approve of that? 

Mr. Brinxtey. I think you must adjust your supplies to meet the 
demand. But I think there are other ways of adjusting those two 
things. I think we need to pay more attention toward adjusting the 
demand toward the supply. That is the area in which I am particu- 
larly interested, in the expansion of the total demand. 

Mr. Cootry. Yes, all of us realize that we want to expand domestic 
and foreign markets, but until we can expand the domestic and for- 
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eign markets do you object to what we are trying to do with the cotton 
situation ? 

Mr. Brinxey. Certainly not. 

Mr. Cooter. How about wheat? 

Mr. Brinkiry. We have no policy with respect to those particular 
situations. What I was trying to say a moment ago was that should 
any attempt be made to develop legislation to fit the particular needs 
of special commodities to put them in a more competitive marketing 
position, that is cur area and we are ready to help and assist in any 
way we can. 

Mr. Coorry. I can see from your statement a general complaint 
about the situation that is existing with regard to farm legislation. 

Mr. Bruyxiey. I beg your pardon. I do not think we are com- 
plaining about the farm legislation. 

Mr. Cootey. This is your question “If we are to continue to fix price 
oo for basic commodities” and then you go on from there. 

Vhen you say if we are to do it, it seems to me you have some doubt 
in your mind as to whether or not we should do it. 

Mr. Brinxtey. Notatall. Notatall. 

Mr. Cootry. Let’s be specific. You do not disapprove the cotton 
program nor the wheat program, do you, that is bringing about an 
adjustment ? 

Mr. Brinxey. Our organization has taken no specific position with 
respect to those situations. 

Mr. Cooter. Now we go on further. This committee has designed 
legislation which has put into operation at least two programs that 
no human being complains about. Not a single witness has been in 
this committee room, and I venture to say no witness appeared before 
our committee when. it held hearings all over the United States during 
the recess of Congress, and complained about at least two programs, 
The President does not complam; Mr. Benson does not complain; 
nobody complains about the sugar program or the tobacco program. 
Yet both of those programs are designed to bring about stability in 
supply as related to consumer demand. 

Mr. Brinker. That is precisely my point. Here are two illustra- 
tions of good legislative programs designed to fit the particular needs 
of those commodities. 

Another has been advanced, the wool program. 

My only point was that perhaps we had better examine that situa- 
tion to see if there are other commodities that might be benefited by 
special treatment and special legislative measures. 

Mr. Cootry. Following what you have just said and what I have 
just said, the fact remains that the cotton farmers are doing their 
dead level-best in the good year 1954 to bring that program into oper- 
ation, to make it effective. 

The wheat growers are doing the same thing. The peanut farmers 
are doing the-same thing. Even the corn farmers are bringing about 
an adjustment, even though we are not exporting corn. . 

Speaking as one who has great respect for cooperatives and one 
who is dealing with cooperatives, you mention the further fact that 
if we are to have these programs then we should use cooperatives to 
the maximum extent. Don’t we use cooperatives in connection with 
the tobacco program? Certainly. 

Mr. Brinker. Yes. 





LONG RANGE FARM PROGRAM 3241 


Mr. Cooter. With the cotton program ? 

Mr. Brryxtey. Yes. 

Mr. Cootry. We are using cooperatives wherever it is possible for 
the Government to use them. There may be some individual cases 
where we are handling some special crops, some perishable commodi- 
ties, that I am not familiar with. On the basic commodities I am 
under the impression, and I think I am correct, in saying, the Govern- 
ment has cooperated in a splendid way with farmer-owned coopera- 
tives. 

Isn’t that true? 

Mr. Brrvxtey. I think perhaps that was a caution for the future 
rather than a reference to the past in my particular comments con- 
cerning cooperatives. 

Mr. Cooter. You mean to say if we are going to continue to have 
the programs then we should continue to use cooperatives? 

Mr. Brinxey. That is right. 

Mr. Cooter. I think that is entirely proper and I think that we 
would be in accord with those views. We are trying to bring about 
some improvement if possible in this farm program. I cannot follow 
anything specifically in your statement that would be of much help 
to us in doing that except I was impressed with the fact that you did 
emphasize the desirability of bringing about a diversification in 
agriculture in the areas where we have been relying on one-crop 
economies. 

Mr. Brink ey. I did not limit it to our own areas, Congressman. 
I have the feeling that when you examine some of the difficulties that 
we are confronted with in our international trade, that we need to 
apply some of the same principles that we have used in this country, 
at least help apply those principles in some of the other areas of the 
world, particularly underdeveloped areas of the world. 

If there is anything that our country can and should do it seems to 
me, it would be to help to develop the consumer purchasing power of 
the great masses of people so that they can provide better and more 
extensive markets for wider varieties of our products and consume 
more of the things they produce themselves. 

Mr. Cootry. You know that we sit here and talk about under- 
developed areas and know-how and teaching other people. It occurs 
to me that we in this country can learn much from other countries. 

Mr. Brivxiey. I think we can all learn from each other. 

Mr. Coo.try. They have made far greater progress in the field of 
distribution and marketing than we have here in America. 

Mr. Briyxey. I think so. I agree with you thoroughly. I think 
that one of the most tragic things in agriculture is the way the market- 
ing research program has lagged behind our production research pro- 
gram. Because of that research and the work that has been done by 
our land-grant colleges and others we have developed the most efficient 
agricultural production machinery the world has ever seen. We 
ought to have more of it. 

Mr. Cootry. We know nothing about the marketing. 

Mr. Brinxiey. We stopped there. And the thing ought to be 
brought into balance. It very badly needs to be brought into balance. 
We are most emphatically for that kind of program. 

Mr. Cooter. It seems to me that in all these programs we are talk- 
ing about, they are directly related to the basic problem that you are 
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talking about, that is, having better markets. When we find better 
markets we have to bring about some stability in agriculture. The 
only way we can do this is by production adjustments. 

Mr. Brinxtey. You do not find better markets. I think the word 
“develop” better markets would be a better choice perhaps. You do 
not do it with magic formulas. You do it with hard work and 
know-how and backed up by solid scientific research and scientific 
findings. 

We can develop better markets and better market research and I am 
convinced we can do it in foreign countries. We can help build a 
broader market demand, and it is not a quick easy solution. But 
we had better be getting at it. We can do it over a period of years. 
We can help do it. ; 

Mr. Cootry. What about your multiple price proposition? That 
is rather general. I do not understand what you mean. 

Mr. Brinxier. My own personal view, and again I want to em- 
phasize it is my personal view, is that that is perhaps a rather fertile 
area for developing this oa pricing program that we need. 
You do not expand or get markets by pricing alone but you stop there. 

I think that we need to examine some pricing mechanism a great 
deal more carefully than we appear to be oes at present. 

Mr. Coorry. Do I understand you to mean that if we have a surplus 
which must be sold in world markets then we must be prepared to 
sell at competitive bases in the world markets? t 

Mr. Brrnxiey. We either are competitive or we do not sell. 

Mr. Cootry. That is what I was going to say. In other words, if 
we cannot compete in the markets we do not sell in the markets. 

Mr. Brinxiey. Competition is not all prices; but you do start with 

rice. 
r Mr. Cootry. Then automatically we have to provide some machinery 
for multiple price programs. 

Mr. Brinxwey. It certainly seems to me that we ought to examine 
that very, very carefully. I do not think that it is the solution 
to all of our problems by any manner of means, but I do not believe 
we can overlook one single thing that even offers some degree of 
hope to help put is in a better marketing position than we have occu- 
pied in the past. 

Mr. Cootry. That isall, Mr. Chairman. 

The CHarrman. Are there any further questions? Mr. Andresen 
has a question. 

Mr. Anpresen. Mr. Brinkley, do you have any dairy cooperatives 
as members of your organization ? 

Mr. Brinxuey. Yes; we do. 

Mr. AnpreseN. Has your organization taken any position on the 
recent order of the Secretary of Agriculture reducing the support 
price on dairy products from 90 to 75 percent ? 

Mr. Brrnxtey. We have taken no position on that, Mr. Andresen. 

Mr. Anpresen. Have the dairy co-ops that are members of your 
organization importuned the whole organization to take action? 

Mr. Brinker. Not so far. 


Mr. Anpresen. How many dairy co-ops do you have as members ? 
Mr. Brinkiey. We do not have a great many dairy cooperatives. 
Our members in the dairy field look to us for something a bit different 
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than they would look to the National Milk Producers Federation, 
for example. I would think that they would express their views 
with respect to this particular situation through the National Milk 
Federation rather as through the National Council of Farm 
Cooperatives. 

The Cuarrman. Mr. Harrison? 

Mr. Harrison. Mr. Brinkley, I am very much interested in what 
you had to say about developing a foreign market. Do you have a 
feeling that we could probably project this foreign market by using 
foreign currencies ? 

Mr. Brinxiey. We favor the legislation that has been introduced 
to use foreign currencies to expand markets ; yes, sir. 

Mr. Harrison. Do you think it would be well then for Congress 
to declare a policy to sell those products that could not be sold for 
dollars to be sold through private trade channels for foreign 
currencies ¢ 

Mr. Brinxury. Yes, sir, and we would emphasize in that connec- 
tion two very important points, one that you just made: through 
private trade channels wherever possible, and over and beyond the 
amount that would normally be sold by private industry, and we feel, 
too, that this is just one aspect or one tool in the kit of tools that 
we feel should be developed and used in the development of foreign 
trade. 

Mr. Harrison, If that kit of tools is properly used it can go a long 
way toward developing our foreign trade and thus probably relieve 
our situation as regards surpluses ? 

Mr. Brinxiey. Yes, sir. I think the way to handle surpluses is to 


avoid them in the first instance, if that is possible. To do that you 
need to develop stable balances and not get placed in the position 


where the world looks on you as a residua 
bad situation to occupy. 

You cannot plan your production or your marketing pattern with 
any degree of certainty. It makes a very unstable situation both 
pricewise and volumewise. 

Mr. Harrison. And the lack of a development of foreign markets 
is probably the greatest cause for our surpluses today. 

Mr. Brinxxey. Certainly we did not develop surpluses until we 
lost the wartime exports. 

Mr. Harrison. That is all, Mr. Chairman. 

The Cuarrman. If there are no further questions, we want to thank 
you very much, Mr. Brankley, for coming before the committee with 
your excellent statement. 

Mr. Brivxiey. Thank you, Mr. Chairman. 

The CuarrMan. The next witness, I am sure, needs no introduction 
to this committee. We are always very happy to have Mr. Herschel 
Newsom, the master of the National Grange, before our committee. 
We appreciate his presence here this morning. 


supplier. That is a very 


STATEMENT OF HERSCHEL D. NEWSOM, MASTER OF THE 
NATIONAL GRANGE 


Mr. Newsom. Thank you, Mr. Chairman, and members of the com- 
mittee. We are very happy to have the chance to outline our position 
on this particular subject matter. 
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Because of the fact that even more than the usual amount of effort, 
toward spelling out the present agricultural policies and program of 
the Grange was involved, it seems appropriate to quote herein a sub- 
stantial portion of the report of the Committee on Agriculture at the 
87th annual session of the National Grange held in Burlington, Vt., 
last November. 

Early last spring we prepared a discussion brochure and a: ques- 
tionnaire that was, to the very best of our ability, designed to promote 
a vigorous and objective analysis of the price and economic difficulties 
within agriculture and their evolution—with special emphasis on the 
adequacy—or lack thereof—of the present farm programs. 

It would be presumptuous on our part to proceed on the basis of 
assuming that the members of this committee have not carefully 
analyzed this whole problem over the long period since its inception 
following World War I. But it would be difficult for us to ade- 
quately present our conception of the things that must be done—the 
legislative devices that must be provided—and the general program 
which must be followed, without first pointing out that it is our firm 
conviction that the so-called farm problem of America stems from 
the changes in relationship of our United States as a Nation, with 
other nations of the world, since World War I. 

Prior to that war the United States had been a debtor nation. The 
payment of interest, and repayment of principal to the creditor 
abroad by American debtors helped to provide foreigners with the 
dollars needed to buy our farm products. 

While the United States was becoming a creditor nation, the flow 
of dollars abroad also helped to provide dollars for purchase of 


American farm ead but the day came when the foreigners had 
l 


to use scarce dollar earnings to pay interest and principal to their 
American creditors instead of buying our farm products. 

As western Europe really needs our foodstuffs, there was a dollar 
gap that could be filled only by further loans, giveaway, or increased 
imports. It is our considered judgment in the Grange that we as a 
nation, never yet realistically faced up to the proposition that our 
—— objective, at least from an agricultural viewpoint, must 

e the building of a sound, economic foreign policy predicated on the 
realization that, as a creditor nation we must allow foreign nations 
to earn the dollars needed to pay interest and repay principal as well 
as buy the foods, fibers, and tobacco that they need, and that we are 
well equipped to produce. 

We in the Grange have been grateful for, and indeed have felt that 
we have had a hand in, the formation and development of policies 
dedicated to the relief of agricultural poverty and disparity, but in 
like manner we feel that we have been unrealistic in depending on 
the relief-type mechanism almost entirely without seeking as vigor- 
ously as possible to solve or correct the basic proposition that has led 
to shrinking markets outside the United States. 

In a great many periods during the past 30 years American farmers 
have suffered economically despite an excellent domestic Américan 
market. The present period, having begun in about 1948—but of 
course having been interrupted for a matter of several months by the 
stimulus of inflation arising from the Korean war—is typical of this 
sort of situation. 
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Our domestic market is an excellent one, In many cases it is the 
only market available to our agricultural producers. It promises to 
be an expanding market on the basis of population alone. 

This does not, however, justify our ignoring the world market. 
American farmers are entitled to access to the markets of the world 
on the basis of their comparative efficiency of production, and quality 
of the products produced for market. 

Some of the policies that we have followed, in an effort to stabilize 
agricultural income and provide a real foundation for total national 
prosperity, have been shortsighted in that they have been completely 
oblivious of the basically fundamental fact that American agriculture 
can never prosper, under present circumstances at least, without having 
access to world markets for approximately 10 percent or 11 percent 
of its total production. 

In short, our farm program has been almost completely isolationist 
from an economic point of view. To say only that we have priced 
ourselves out of the world’s markets is to treat the subject matter 
altogether too lightly. The truth is that we have completely ignored 
the basic right of American producers of such products as wheat, 
cotton, and rice, to compete realistically but nonetheless fairly in the 
markets of the world. 

In like manner we have practically ignored the rights and the needs 
of many food and fiber-deficient areas of the world to purchase such 
products of American farms, through the sale of the products of their 
own lands, hands, and skills. 

We in the Grange clearly recognize that it is neither politically nor 
economical] pomebhe to seek immediately to destroy or dislocate the 
vast Sohal of protective and restrictive devices and trade barriers 
already in being. 

The American farmer, to save his economic life, is forced to seek 
some balancing mechanisms. We must clearly recognize, however, 
that we dare not let it ever be said that we willingly or needlessly de- 
part from basic fundamental principles. 

On the contrary, we must seek diligently and progressively with 
whatever degree of speed circumstances may permit, to help lead 
America in her political and economic structure in the direction of 
maximum expansion of individual opportunity and freedom rather 
than toward a decline of the dignity of the individual himself. 

As each individual is more free to plan, to produce, and to utilize 
such skill as he has and such resources and material as are available, 
he will be a greater individual economically. He will the better pro- 
vide for his own welfare and that of his family. The sum total of the 
product of all individuals, therefore, will be greater and yield a higher 
total national product, with a correspondingly increased standard of 
living, generally. 

Human dignity and expansion of freedom and of opportunity for 
the individual is more than an ideal. These objectives are the soul 
of America. To willingly desert them is to break faith with our 
forebears. . : . 1 

That portion of the agricultural policy statement which I believe 
is most pertinent to the subject matter under consideration by this 
committee, follows: 
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The National Grange believes that a farm program designed to maintain ade- 
quate farm income and a balance between supply and demand of agricultural 
commodities is essential to the welfare of American agriculture and the na- 
tional economy. 

During the last 2 years average farm prices have dropped by more than 20 
percent, while production and marketing costs have continued to increase. The 
decline in farm income has resulted from a number of factors, including over- 
production stimulated by the farmers’ response to the request for increased pro- 
duction. The willingness and ability of the American farmer to produce 
abundantly in any emergency has resulted in the same problems that he has 
faced following all such emergencies. 

The greatest need of American agriculture is markets for the commodities pro- 
duced. We recognize that the support prices which we have used have ma- 
terially reduced the markets for products. 

American agriculture has made great progress in the field of production, but 
distribution and marketing have not kept pace with this production. While 
research in production must continue, a greatly intensified research program 
in distribution and marketing must be applied. 

The objectives we seek for agriculture are: 

1. Freedom of farmers to operate their farms with a minimum of restriction 
or control by Government. 

2. A balanced purchasing power for agriculture comparable to that enjoyed 
by labor, business, and industry. 

3. A farm program which will strengthen and preserve the family farm unit. 

4. A conservation program which will encourage the most efficient use of 
our soil, water, forestry, and mineral resources. 

5. A program that will encourage and enable farmers to attain and retain 
farm ownership. 

6. Promotion of abundant agricultural production without waste or destruc- 
tion of surpluses. 


PRICE SUPPORT PROGRAMS 


We recognize that a price-support program which will operate successfully for 
one commodity may not work for other commodities. We believe that support 
programs should be planned for a given commodity with every effort being 
made to avoid causing difficulty with other products. 

We recommend that present price supports be retained with such change as 
experience indicates is needed, but we realize that new legislation is required 
to make possible adequate disposal of our surpluses. 

We desire provisions in support programs that will provide quickly for needed 
adjustments to changes in costs, supplies, and demand. 

We recommend that commodity committees composed of producers, processors 
and those engaged in marketing be established to work with the Department of 
Agriculture in developing programs. 

The National Grange recognizes that the farm problem consists of almost 
as many problems as there are farm products; that the solution of the farm 
problem is extremely complex; that it cannot be solved by a single cure-all 
measure; but that its solution requires a number of measures which should 
be administered as nearly as possible in a nonpolitical manner. 


And here, Mr. Chairman, I would like to interject a recognition of 
the leadership that came in this charting of a program, predicated 
on the use of a stock of remedies, as he referred to them, applied on a 
commodity-by-commodity basis, which I think was first advocated 
by my distinguished predecessor, Albert Goss, some 10 years ago. 

One of the most encouraging features in our present situation is 
that we are rapidly, for the first time in my opinion, moving not 
only decisively Dut readily in that direction, the aie of recogni- 
tion that that is the way to get the job done. 

This next paragraph is likewise a tribute to the creative mind of 
Albert Goss, 
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NATIONAL AGRICULTURAL ADVISORY COMMISSION 


We believe, therefore, that the Secretary of Agriculture, as administrator 
of farm programs, should be counseled by a special bipartisan advisory commis- 
sion as provided recently by BExecutive order of the Preident. We believe 
that after sufficient time has elapsed to establish through experience the detailed 
type of commission needed, that this Commission should be given a permanent 
status through act of Congress, should be composed of a bipartisan membership, 
serving staggered terms, and that its members should be so distributed geo- 
graphically as to represent all important agricultural areas of the Nation. 


PRIORITY MEASURES RECOMMENDED 


We favor enactment and making available, for priority use over other avail- 
able measures, to the Secretary and the Advisory Commission the following 
three measures: 

1. We would legalize concerted efforts or sales campaigns of farmers, proces- 
sors, distributors, and retailers to push the sale of products in surplus supply. 
This, we believe, would solve many of our problems of seasonable surpluses of 
perishable products, 

2. We would legalize marketing agreements for all farm products which can 
successfully use them, They have proven in the past to be one of the most 
useful of farm measures. They should not be used to control production, but as 
a practical means of profitably using surpluses and at the same time assuring 
a fair price to producers and consumers. 

3. We favor the use of self-financing two-price or multiple-price measures 
for such commodities as can use them. 

Such two-price or multiple-price measures should be supplemented by special 
measures to stimulate export of surpluses and a compensatory import to balance 
our surplus exports in a manner that will strengthen international trade. In- 
creased and stable exports of American farm surpluses necessarily rest on highest 
and best use of our land resources and skill, on the best use of skills and 
resources in the importing country, and on trade that is of mutual benefit. To 
achieve a stimulation of such sale of our surplus products, we recommend: 

(a) A vigorous, well-planned program of development of potential foreign 
markets; ‘ 

(b) A practical method of meeting competitive world prices in the sale of 
our surplus products abroad ; 

(c) Means of adjustment of import duties and restrictions sufficient to induce 
a compensatory importation of goods into the United States from those countries 
importing our crop surpluses ; 

(d) Practical means of effectively curtailing importation of agricultural com- 
modities already in surplus, and of protecting American industry from unjusti- 
fied damage due to the stimulated imports. 


OTHER MEASURES RECOMMENDED 


1. We favor a judicious use of the school-lunch program, emphasizing a 
balanced diet. 

2. Flexible price supports should be available through the use of nonrecourse 
loans and purchases to help stabilize farm parity income; to meet needed emer- 
gency adjustments; to discourage continued production of surpluses beyond any 
reasonable demand; and to help keep margins of profit to producers balanced 
between all farm products. 

3. For maladjusted crops or products and for special crops when producers 
vote for and apply either marketing quotas or acreage allotments, we sanction 
fixed support prices. When acreage allotments are used, we urge that the in- 
equities inherent in the historic base approach be recognized. Emphasis should 
be placed on soil-conserving practices and human needs, 

4. We would make production payments a standby possibility and would re. 
strict their use entirely to emergency cases when it is clearly evident that 
other measures could not do the job. 

5. As a primary means of upgrading the standard of living and diet of the 
people, we favor a food stamp plan that will utilize surplus products at surplus 
price levels for general relief and for low-income families during depression 
periods when they are unable to support themselves with a reasonably sufficient 
diet, 
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Mr. Chairman and members of the committee, that is the exact 
statement taken from our Journal of Proceedings as indicated in the 
previous statement. The rest of our statement is interpretation on 
the part of the master of the Grange and such members of the staff 
of the National Grange as have contributed to this statement and it 
is our effort to interpret the official Grange position in the light of the 
particular subject matter with which this committee is dealing. 

From time to time we will expect to discuss with this committee, 
and other members of Congress, our total broad agricultural and 
rural policy. For the time being, let us turn our attention to the 
committee print which is designed to place legislative interpretation on 
the President’s message of January 11, 1954, as we understand it. 

The provision for substantial commodity set-aside is predicated 
on a recognition of the fact that no program which places substantial 
emphasis on incentives of private trading operations and individual 
incentive toward efficient utilization of resources and skills would have 
any reasonable chance of immediate success in achieving stability, in 
the face of the substantial quantity of stocks now on hand. 

The set-aside principle has the vigorous endorsement of the Grange. 
We concede that it is unrealistic to presume that we will be able to 
fully insulate the market from the effect of these stocks currently held. 

But it must likewise be conceded that our agricultural and total 
American economy must, insofar as is possible, be insulated from the 
sharp and possibly disastrous effect of this sort of supply on market 

rices, 

, It was for that reason that the Grange vigorously supported ade- 
quate and necessary provision for increasing the capital structure 
within which the Commodity Credit Corporation can operate. But 
this fact in itself is compelling reason to begin such gradual modifica- 
tion—“such change as experience indicates is needed”—in the language 
of our statement above—as will tend to eliminate the probability of 
our having to ask for repeated increases in the capital structure of 
the Commodity Credit Corporation. 

We do not believe that the procedure for handling the set-aside com- 
modities has been adequately developed. There should be a more 
definite distinction between the use of set-aside commodities for re- 
lief and other indirect uses and for their disposal into the regular 
channels of commercial trade, both domestic and foreign. 

In the case of the latter, we believe that a firm policy should be 
developed and vigorously applied requiring the use of private trade 
channels in the disposal of these commodities into the channels of 
domestic and world commerce with appropriate safeguards to prevent 
interference with, or the displacement of, normal marketings. 

We have had authority for some time to use surplus commodities 
to acquire strategic stockpile materials. We believe a stronger con- 
gressional policy in this regard is necessary if we are to obtain maxi- 
mum benefits from this outlet. 

Provision should also be made to permit the sale of these com- 
modities in excess of their normal purchases to foreign countries for 
local currencies with provision for the use of local currencies to 
further economic and military aid programs, thereby assisting in 
reducing dollar appropriations. 
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We assume that section 103 (A) (7) refers.to sale for their un- 
restricted use in the United States, and that the limitation as to sales 
price is not applicable to sales for export. 

We also have some doubts as to whether effective insulation of 
these commodities can be obtained unless more rigid restrictions are 
established with respect to their sale for unrestricted domestic use. 

Section 103, relating to the set-aside, would give blanket author- 
ization to the President to donate any of the set-aside commodities 
for relief purposes. 

Section 203 of title II, proposes to amend section 416 of the act of 
1949 to authorize the Commodity Credit Corporation, “on such terms 
and under such regulations as the Secretary may deem in the public 
interest” to donate CCC food commodities in danger of deterioration 
or spoilage to a number of different agencies for various purposes. 

We, of course are in agreement with the purpose of both of these 
sections. 

Section 401 of title IV, sulssection (I), page 17 of committee print, 
provides for the establishment of certain marketing research and 
development projects. We doubt whether these provisions adequately 
meet the needs of the times. We believe that one important adjunct 
to an effective farm program at this time—and to the effective han- 
dling of the set-aside commodities—is some carefully considered means 
of providing a floor under domestic consumption. It is generally 
recognized that American agriculture has made great progress in 
production. At the same time, we are becoming somewhat painfully 
aware that our efforts in behalf of distribution, marketing, and con- 
sumption have not kept pace with this production. 

We believe there is genuine need for a program, based on policy 
determinations by the Congress, which would assist low-income 
families, unemployed families, and our school children, to have an 
adequate diet. Serious consideration of such a consumption pro- 
gram is especislly important now, in connection with the present 
bill, because the possibility of continued or rising unemployment, as 
we shift from dependence on Government orders for jobs to depend- 
ence on normal consumer and business demands as a basis for jobs 
and prosperity, is once again becoming a matter of concern. 

We do not believe that blanket authorization to the President, in 
connection with set-asides; or to the Secretary, in connection with 
deteriorating or spoiling CCC-held commodities—is sufficient under 
the circumstances. In addition to these, we recommend the inclusion 
of a standby consumption program, developed out of a review and 
evaluation of prior programs and methods—including the stamp 
plan—that have been used for this general purpose. 

It is one thing to provide for relief. It is quite another thing, and 
perhaps much more important in the long run, to build up consumption 
and real appreciation of the value of a good adequate diet—especially 
among low income families. 

Now, to return for a moment to section 102 and the set-asides, we 
would like to recommend that when such set-asides are to be sold “to 
develop new or expanded markets,” that such sales be handled through 
regular, private channels of trade insofar as practical. 

ith respect to title II of the committee print and the subject of 
price support, we need once and for all to understand and emphasize 
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that the Commodity Credit Corporation was conceived, and the 
Grange has supported it, as an agency for supporting prices. We have 
never envisioned it as an alternate market for American farmers to an 
extent that substantial subsidy payments, up to 25 percent or more of 
the total value of a given commodity, must be taken from the Treasury 
of the United States in order to gain access to the markets of the world, 
for natural or normal exports such as American wheat and cotton. 
Neither is it sound as a permanent policy to permit the Commodity 
Credit Corporation to become and remain, a channel through which 
highly nutritive and economically important products of American 
agriculture are progressively withdrawn from the normal market and 
taken out of the reach of the tables of American consumers. 

We not only approve, but we are prepared to support specific meas- 
ures to reduce or dispose of these commodities thus set aside. 

As is indicated by our statement above, the Grange is opposed to com- 
plete adherence to the so-called flexible scale for price-support policies 
as embraced in the act of 1949. We believe that the sort of flexibility 
that is needed in our price-support programs is a flexibility as to pro- 
grams of different commodities which are largely dedicated to indi- 
vidual commodity problems and to market expansion. We interpreted 
the message of the President as favoring the commodity by commodity 
approach to which the Grange gives vigorous approval. The prob- 
lems affecting different commodities are not alike and necessarily the 
remedies devised to cope with the problems must be different. Dif- 
ference in some instances might mean an entirely new or different 
method of support. 

At the time of enactment of the 1949 act, the Grange supported 
that legislation. But the conditions of today—most especially the 
total visible supply—are far different. Even granting partial success 
of the insulation provided by this bill, a rather abrupt change in the 
price-support policy at a time when price supports in themselves are 
more definitely needed than they have been since 1937 and 1938—just 
prior to the influence of the outbreak of World War II—are sure to 
result under the provisions of the 1949 act and might be disastrous. 
Farmers have already suffered severe price declines and farm prices 
are already out of balance with industrial prices. Farm income is 
likely to drop further this year because of the application of acreage 
controls and because our basic industry always takes the brunt of it 
in these adjustment periods. 

It is inconceivable, in our opinion, that markets can be expanded 
either domestically or abroad, sufficiently fast, or in sufficient quantity 
to prevent a rather substantial decline in the total agricultural income 
of this Nation, at a time when we as Americans are face to face with 
a real challenge as to whether, for the first time in our long history 
as a nation, we can successfully move out of a period of war-born 
inflation into a period of relative stability and prosperity, without 
first going through a recession or a real depression. 

We in the Grange are optimistic about the prospect of prosperity 
for America and her agriculture, as a long-time goal or proposition. 
We do have some serious misgivings, however, as farmers, as to the 
more immediate future in view of present circumstances, wherein our 
agricultural income has declined rather steadily since mid-1952 while 
our production and operating costs have continued to rise. 
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We firmly believe that continued adherence to wartime price-support 
levels in all instances as a long-time program is not only expensive 
to all of us as American taxpayers, but is indefensible from the stand- 
point of effectiveness in achieving or providing agricultural pros- 
perity. Continued support at this level as a permanent policy for 
certain commodities, particularly those which must depend upon a 
substantial export market for outlets, will do great damage to the 
economic status and freedom of farmers as well as to farm programs 
generally. On the other hand, we have no faith that broad adherence 
to a schedule of flexible price supports as provided in the act of 1949, 
particularly under present conditions, will serve well, either agri- 
culture or America as a whole. 

We believe that for the present, we must make the readjustments 
necessary to bring about a better balance between supply and demand, 
and make expansion of markets possible. To do this requires, among 
other things, a rather sharp adjustment in our production plant from 
a wartime basis to peacetime requirements. ‘This is doubly difficult 
because it must be carried out in a period of declining prices with 
heavy stocks on hand. In the light of these conditions, we do not 
believe it would be safe to attempt to put into operation the schedule 
of flexible price supports as provided in the Agricultural Acts of 
1948 and 1949. 

As we see the world economic picture today, there is no assurance 
that American farmers can again become competitive in the case of 
natural or normal export products in the markets of the world unless 
adjustments are made in the price-support programs, 

For the past 10 years prior to mid-1952, we enjoyed an artificial 
export market which was the result, to a large degree, of our various 
military and foreign-assistance programs, under which we provided 
the funds for over half our exports. 

That period has now largely come to an end. If we are to continue 
to export certain agricultural commodities, particularly wheat, which 
we have the capacity to produce in quantities substantially in excess 
of domestic requirements, we must readjust our price-support pro- 
gram. We must face up to the facts that prices established under 
current programs are above world prices; prices which are geared to 
our domestic economy and which are related to industrial prices. 
In establishing this level of prices for our entire production, we have 
priced ourselves out of the world market. The result is we either pile 
up surpluses or subsidize exports. Actually we are doing both. 

The best current example of this is what is happening to wheat. 
Our support price today is so far in excess of world prices that we 
are compelled to pay a subsidy of 62 cents a bushel on the current 
market price which itself is well below the loan level, and we are 
still losing our export market. Such a situation, obviously, cannot 
continue indefinitely. We must be realistic. We need a system 
whereby we can maintain domestic prices close to the parity level so 
that farmers will be treated fairly in relation to the prices of things 
which they buy. At the same time, we must have a program under 
which farmers may continue to produce for the export market and 
onpeces at world prices, without continued subsidy. 

The solution that has been proposed in certain quarters is that the 
flexible provisions of the price-support law should be allowed to go 

38490—54—pt. 1924 
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into effect and let the support price vary between 75 to 90 percent of 
parity in relation to supply. We do not think that such a proposal 
is either sound or adequate. Again, let us take wheat as an example. 
With a 75 percent price-support level for wheat we probably still 
would not have a price which would be low enough to permit wheat 
to move into feed uses or export markets without some kind of a 
subsidy. Furthermore, it is unlikely that domestic consumption of 
wheat for food uses would be expanded substantially. Income to the 
farmer from the portion going into domestic use would be substan- 
tially reduced with little, if any, reduction in the retail price of food 
items processed from wheat, because the value of the raw material in 
the end food items is so small. In addition, even with a 75 percent 
support level, we would still be faced with a production substantially 
in excess of domestic needs if rather rigid controls were not applied. 

What then is the solution? The National Grange is convinced that 
there is a sound and sensible approach for these substantial natural 
export crops. That is a two-price or multiple-price system. Such a 
system, for certain commodities and under certain conditions, has 
many advantages over either the present program or the program 
suggested by the administration. Under the two-price system— 

(1) Income to farmers would be as large or larger than under 
either of the other programs; 

(2) Production controls could be either entirely eliminated or 
greatly minimized, following the transition period; 

(3) Greater efficiency in production could be obtained and better 
farming practices developed, normal rotation and fallowing; 

(4) Farmers with greatest efficiency could compete in the world 
market without a subsidy, thereby greatly reducing the costs of the 
program to the taxpayer, and at the same time raise the total national 
income and augment the total world production of wealth; 

(5) Government activity in buying, warehousing, and selling wheat 
in competition with private enterprise would be greatly reduced— 
eventually eliminated—which would result in further savings to the 
taxpayer. 

(6) Consumption of wheat could be substantially increased through 
new outlets, new markets, and new uses. 

In short, the major possible benefits of both the high and the flexible 
support program could be combined with a minimum of the dangers 
or evils of either. 

Two prices—one for domestic market and one for export—are not 
new. They have been talked about for the last quarter of a century. 
They have been used indirectly from time to time on a hit-and-miss 
basis. I might add that they have been used quite often as a means 
of bailing ourselves out of a tremendous surples difficulty after we 
get into it instead of putting them into operation in time to maintain 
a reasonably stable situation when we have had an opportunity to do 
that. But as used in agriculture, they have always involved a subsidy, 
and hence have really been a one price plus subsidy. proposition. 
They have never been used in a way to obtain their real benefits 
because they have never been built as an integral part of our price- 
ye program. : 

‘hen we recommend a 2-price system we refer to a plan whereby 
farmers can receive parity—or whatever fair level is determined—. 





LONG RANGE FARM PROGRAM 3253 


for the portion of the crop required for domestic use and which would 
permit free movement into foreign trade at competitive prices. 

We realize, however, that in the light of present conditions and 
the present sizable surpluses, that it would not be feasible to shift 
completely from one program to another overnight, and we do not 
recommend it. We believe that we should first try out a 2-price 
plan on wheat—and it might interest the committee to know that in 
our comparable statement before the Senate committee we made the 
statement that probably the plan ought to be made available for rice 
and cotton, too. In our staff discussions, however, it became clear that 
there is a substantial number—I am not prepared to say majority, 
although I think that is accurate—of wheat producers that are more 
interested in this particular mechanism than we have in either the 
case of rice or cotton, although I was much impressed by the comment 
of Mr. Brinkley before this committee this morning. 

It may be that the committee, if they give serious consideration to 
make this sort of a program available, it may be that you may want 
to make it for other commodities other tnaan wheat. We prefer to 
explore it rather carefully as a sort of pilot operation because we 
recognize there are some inherent dangers in it. We believe that we 
should first try out a 2-price plan on wheat, since the problem of wheat. 
seems peculiarly susceptible to solution through a 2-price system, and 
because producers of wheat have given it greater study and are more 
familiar with it. Even so, some kind of a transitional program to 
provide for the orderly adjustment of the level of wheat production, 
marketing, and prices, to conditions more nearly approaching free 
market prices, would be necessary. Such a transitional program 
could be carried out effectively, utilizing the principles of a 2-price 
system. It could provide protection for market prices by a gradual 
lowering of supports over a period of 3 or 4 years until the loan level 
contemplated by the plan is established. Export subsidies would have 
to be continued but they could be correspondingly reduced to reflect 
the constantly lowering levels of supports which would be put into 
effect. And most important of all, farmers could be compensated at 
American price levels for the portion of the crop consumed domesti- 
cally without destroying our foreign market or tapping the Treasury 
of the United States to sustain-it. 

We believe that an Agricultural Act of 1954 should provide au- 
thorization for submission to farmers for referendum determination, 
at the time of the next referendum on marking quotas and acreage 
restrictions, an effective two-price proposal under which producers of 
wheat may vote on the matter of confining governmental price support 
operations to the domestically consumed portion of their product, 
permitting any amount over and above the domestically allotted por- 
tion to move at competitive prices in the markets of the world. Under 
only such restriction as would prevent unreasonable and dangerous 
consequences to the markets in the world through such a program, 
carefully and wisely conceived and administered, used in connection 
with the commodity set-aside and the surplus disposal program, em- 
bodied in this act, it should be possible to reestablish a fair and normal 
share of the world’s markets without committing economic aggression 
on the producers of other nations. af 

As we see it, provisions of the committee print offer no assurance 
of our ability to prevent the building up of pile No. 2 in the case of 
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these export commodities even if we succeed in disposing of the 
present stock. We are, therefore, faced with the necessity of choos- 
ing between a program of making provision that in no case shall a 
price support level in this country, over any substantial period of 
time, be above the level of the world market—which in our opinion 
means no effective support at all—or doing something of the type and 
nature of the kind of two-price program herein recommended. 

It seems reasonably clear that the value of the National Agricultural 
Advisory Commission and of the several commodity advisory com- 
mittees has been effectively demonstrated. We believe, therefore, 
that the Congress should give due consideration to the desirability 
of giving this advisory commission and these commodity advisory 
committees such legislative status as would make it possible to legally 
reimburse the members of these advisory groups for their necessary 
travel expenses plus a reasonable per diem. This is a valuable poten- 
tial mechanism through which we may be able to utilize the best and 
most constructive thinking available to reconcile differences of opinion 
and divergent viewpoints—a truly democratic sort of procedure. 

There is, of course, strength in diversity of opinion and diversity of 
viewpoint, but the inability of our own organization and other farm 
organizations or groups, to reach agreement more often than we have 
done in the past, must at times pose quite a problem to those of you 
charged with responsibility of making final decisions legislatively. 
The potential value of this advisory commission, and advisory com- 
modity group approach, from an administrative point of view, is even 
greater in our judgment than it is from the legislative point of view. 
We urge members of this committee, known friends of agriculture, 
to give due consideration to recognizing that these individuals, par- 
ticipating in this advisory capacity are truly public servants and that, 
therefore, authorization of modest provision to reimburse them is in 
order. 

The question of the use of diverted acres we believe is a matter of 
great importance. We support the provisions contained in section 
203 of the committee print, but we also believe that this section could 
be strengthened if the policy were established directing the Secretary 
to use this authority to prevent diverted acres from going into the 
production of other crops not receiving price support or which are 
selling below 90 percent of parity. We believe it desirable to the 
maximum extent practicable to require diverted acres to go into soil- 
building or soil-conservation uses. 

Coupled with limitations on the use of diverted acres, considera- 
tion should also be given to a more effective program for soil conserva- 
tion and soil use. 

After all, the only really legitimate longtime economic justification 
for cutbacks in production, insofar as acres of land utilized is con- 
cerned, is adherence to a sound land-use program, using each acre 
so as to provide the greatest economic benefit or value to the land- 
owner and to his Nation. So long as we have a diverted-acreage prob- 
lem, our goal should be the building of a really valuable bank of soil 
fertility and improved soil structure on these diverted acres. The 
Grange firmly believes that this sort of an approach to the production 
adjustment and diverted acreage problem is long overdue. It would 
strengthen our total agricultural policy and build toward the greatest 
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— economic value under any conceivable circumstance of the 
uture. We should recognize that the actual record of our haphazard 
efforts at reduction in acreage has been of questionable value to say 
the least. This is most likely true because there has been no sound 
physical or economic foundation for it. It was conceived in an emer- 
gency situation and was not the result of careful, intelligent prepara- 
tion and planning. 

We have had specific questions concerning our position with re- 
gard to the proposal for increased discretionary determination in the 
matter of price supports for several commodities, and more especially 
concerning the proposal for supporting wool prices by production 
payment methods. Assuming reasonable utilization of the advisory 
commission and commodity advisory committees approach, we be- 
lieve that the additional discretionary power is wise. 

On the matter of production payments, the Grange has long em- 
braced this particular mechanism in its so-called stock of remedies. 
We believe that wool is certainly an outstanding illustration of how 
this method of administering a price support program is highly de- 
sirable. It provides a minimum disruption of normal marketing 
processes, domestically and internationally. 

There is substantial indication that we need time to “buy” a prob- 
able desirable adjustment in volume of wool production. We cer- 
tainly need time to realistically analyze the comparative longtime cost 
of production of our own aoudeuee and those in the rest of the world, 


as well as the longtime national interest in the possible maintenance 
of a given level of production in the United States. This method of 
support will obviously give us opportunity to do all these. 


While we are basically enthusiastic about the general direction of 
providing for some flexibility in our support-price levels, in order 
that we may utilize price variation and fluctuation to help achieve 
balanced production within agviculture, and with market demands, 
and move toward reasonable balance between supply and demand, we 
are less enthusiastic about the degree and the speed of downward 
adjustment in the support levels as provided in the committee print, 
as we understand it, than we were of the vigorously spelled-out policy 
and gradualism as we understood it in the President’s message of 
January 11. We would urge the Congress to make relatively certain 
that the downward adjustment of price-support levels be much less 
drastic during the next 2 years than the testimony thus far has indi- 
cated would likely result from the provisions of this proposed 
legislation. 

There is no willingness, let alone desire, on the part of most of our 
farm people to permit the Commodity Credit Corporation to con- 
tinue in its present role as an eventual marketing place for vast quan- 
tities of American agricultural output. As farmers, we therefore 
recognize the necessity of downward adjustment in certain support 
levels. To permit drastic general downward adjustment, however, 
prior to vigorous efforts and opportunities to provide for such expan- 
sion in markets as would balance the downward adjustment in price, 
might well provide for the continued, even speeded, downward trend 
of agricultural income. 

Farmers have more fixed costs—practically all of them at a rela- 
tively high American level—than ever before in our history. We are 





3256 LONG RANGE FARM PROGRAM 


less independent, and more interdependent, on the rest of the total 
economy and its price and cost level than we have ever been. 

The problem of moving away from dependence upon Government 
price supports—as a source of income to agriculture under present 
circumstances—into a reliance on vigorous efforts to expand markets 
both domestically and abroad—of making such price adjustments as 
will recognize the proper relationship of one commodity to another, 
may be fraught with the same necessity of caution, care, and gradual- 
ism, as is our total national problem, of moving from a period of war- 
born inflation to a ported of stability—predicated on peacetime 
conditions. 

We of the Grange conceive that ours is the necessity, therefore, of 
providing ways for increased reliance on competitive efliciency— 
gradually and with the least amount of economic disturbance pos- 
sible. Nevertheless the direction must be positive and unmistakable. 

We subscribe wholeheartedly to the definition of liberalism which 
was laid down by the President in Springfield, Mass., last August. 
He described liberalism as the belief that “each individual, however 
humble, has greater knowledge in determining his own welfare, than 
any government, however great.” In acceptance of this statement 
as an axiom upon which governmental principles and policies must 
be established, it becomes imperative that we seek progressively to 
eliminate restrictions and increase the freedom of flow of the goods 
and services—the products of people everywhere—as an objective to 
be achieved as rapidly as we can approach it without injustice to our 
own producers and workers now completely dependent on those re- 
strictions for their economic life. The removal or modification of 


ipsa te devices in agriculture and elsewhere in the economy must 
: cautiously carried out, but must be primarily, if not almost entirely, 
predicated on the successful expansion of markets and a successful 
stimulation of commerce and trade. 

The hope of the enemies of expanded freedom for individuals is 
perhaps best typified With a statement made by Premier Stalin 
shortly before his death: 


The disintegration of the world markets resulting from the Second World 
War, bring about a deepening crisis in the capitalist nations of the world. 

The terms of the economic conflict in which we are involved are 
clear. Even in the face of real need for effective price supports 
now, we must not permit their operation to prevent expanding trade. 

From our agricultural point of view it-seems clear that. without 
such expanding trade we in American agriculture will be compelled 
to restrict our total output—to reduce it by probably as much as 10 
percent. This would obviously be ruinous not only to agriculture but 
to the total economy. That is why the Grange pleads that we put 
emphasis—vigorous emphasis—on all reasonable methods that offer 
a of success in the direction of expanded markets and increased 
trade. ; 

We are not prnpares to take vigorous issue with those provisions of 
the prospective legislation which clearly provide for rather wide 
discretionary power over the level of price support, as a longtime 
objective. We believe the Congress and the American farmers should 
have reasonable assurance, however, that present. stocks and supplies 
will be effectively set aside and insulated on influence on the mar- 
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ket, and that reasonable time will be provided for the vigorous pursuit 
of the measures herein provided for—for disposing of those stocks 
before any substantial downward adjustment in the level of supports 
is administered. 

On the other hand, we believe that it is entirely clear that the 
various programs, of all the years since World War I, have clearly 
proven themselves incapable of sustaining agricultural income, at 
times when there has been a real need for such sustaining influence. 
It is clear, therefore, that our reliance on the present program, or any 
foreseeable immediate modification or administration thereof, must 
be for a limited time, and that we, therefore, must speedily make 
provision for the type change and amendments which we have sug- 
gested above to the end that markets may be expanded and competitive 
efficiency may have reasonable place in adjusting production patterns. 

To the extent of our ability to expand or further develop these 
changes, we pledge our best efforts. 

The CuHatrman. Mr. Harvey of Indiana. 

Mr. Harvey. I want to commend Master Newsom for this fine 
statement that he has presented. Being a fellow Hoosier, and having 
had many years of prior association, I wish to say that I think he 
has in this statement made a very excellent case not only for agri- 
culture but for the great organization he represents. 

The Cuarman. Are there any questions ¢ 

Mr. Coorny. I have a question, Mr. Chairman. 

The CHarrman. Mr. Cooley. 

Mr. Coorzry. Mr. Newsom, you have considered the committee print, 
I am sure, which was presented by Secretary Benson, have you not / 

Mr. Newsom. Yes, sir. We referred to it several times in the testi- 
mony. 

Mr. Coorry. You do not endorse that program as it has been pre- 
pared and presented here in the form of a committee print, do you? 

Mr. Newsom. Not in its entirety. As we tried to say in the pre- 
pared statement, there are several sections with which we find our- 
selves completely in accord, but we tried very definitely to spell out 
vigorous objection—in one case some rather modified objection or 
qualifications with regard to other sections. 

Mr. Coo.try. There is one highly controversial section of the com- 
mittee print, which is the flexible provisions recommended by the 
Secretary, and likewise the flexible provisions for price supports in the 
1949 law. You are not in accord with the Secretary’s views with 
regard to that? 

r. Newsom. Well, sir, I think our position on that was pretty well 
summed up by a friend of ours not long ago when he said, “In effect 
you are saying a plague on both your houses,” insofar as those two 
extremes are concerned. That is about the way we feel about it. We 
do not think there is any more real basis under the present circum- 
stance for a rigid scale for flexibility than there is for a rigid level of 
supports without some deviation or modification of the type that we 
have suggested. 

Mr. Cooter. You do make a distinction between the basic agricul- 
tural commodities which are storable and the nonbasics which are 
perishable ? 

Mr. Newsom. That is right. 
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Mr. Cooter. I understand you are perfectly willing for the pro- 
ducers of basic storable agricultural commodities to use the adjust- 
ment laws that we now have on the books in an effort to bring about 
a better relationship between supply and demand ? 

Mr. Newsom. Our program is fairly definite on that, sir. I think 
it probably is capable of some interpretation. My own interpreta- 
tion, sir, would be that, as I understood the debates and the discussions 
in the development of this program, we believe that as long as it, or 
if it might be possible over a period of time to reasonably achieve-and 
maintain a balance between supply and demand so that a relatively 
high support level can be provided without getting into this dangerous 
category of having the Commodity Credit Corporation actually be a 
final marketing place for commodities, as it is now in the case of wheat, 
we would support that kind of a program. But there has always 
been an undercurrent in all of our considerations—even in the case 
of tobacco and cotton for which the programs have worked better 
than any place else in our judgment—there has always been an under- 
current «f misgiving about complete dependence on that kind of a 
program, sir, when it involves, in the final analysis apparently—if we 
ever mov } into a period of prolonged peace—acreage on a diminishing 
or individual sort of basis. 

I cite my own example as a tobacco producer. I am saying to you 
that we must try to even modify that particular program along the 
lines that we have set out here if and when we have opportunity. 
Mind you we are perfectly committed to stay with that program so 
long as it is necessary in the face of the circumstances. But it is not 
permanently sound in my own judgment and I think in the judgment 
of the majority of the people that write the Grange program, to be 
willing indefinitely to restrict the acreage of individuals to the point 
that we have to come back here and worry with the same problem 
that you have been concerned with as to how low you can go with 
the individual allotment in order to keep from having too much total 
production. 

I am saying that in the beginning of our tobacco program my base 
was 15 acres. This year, on my own farm operation, we are setting 
5.7, I think it is. True, we are getting some price stability there, 
But somewhere along the line, sir, I am convinced that we want to 
take an awful hard look at whether or not we can indefinitely and 
permanently continue to move in that direction, to the point.that.we 
will eventually have, all of us, reduced to three-quarters of an acre 
or six-tenths of an acre which does not provide opportunity to educate 
children or anything else. 

Mr. Cootry. That goes back to the proposition I discussed with Mr, 
Brinkley. The basic problem is that we need to expand markets 
either at home or abroad? 

Mr. Newsom. That is right. 

Mr. Cootxy. As we look for an expansion in foreign markets and 
domestic markets for tobacco we are trying to keep stability between 
the production and consumption of tobacco. It is my understanding 
that you are not in accord with the Secretary’s views when he proposes 
to reduce drastically the support program on basic commodities from 
90 percent of parity to 75 percent of parity, are you? 

Mr. Newsom. That is right. 
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Mr. Cooter. You think that we need a flexibility in programs as 
between one commodity and another commodity ¢ 

Mr. Newsom. That is right. 

Mr. Coorry. You believe that you cannot have high-support pro- 
grams on an unlimited production basis? 

Mr. Newsom. That is right. 

Mr. Cootry. We had that. We tried to control potatoes by fixing 
goals but we could not do it. We have no controls on dairy products 
and now we are in trouble on dairy products. We did not have any 
on eggs and we had trouble on eggs. You realize, of course, that this 
surplus that we have in cotton and wheat both came about in the last 
24 months and we have not had the use of these controls that we 
now are applying and which we think will be effective. I believe 
within a couple of years we will be able to work out of the surplus 
problem in both wheat and cotton and probably do it at no loss to 
the Government. 

Mr. Newsom. I would like to divorce myself from one statement 
that you made. Otherwise, I would say that our differences are just 
a matter of emphasis. We are pretty much in agreement except that 
I would put more emphasis on the expansion of markets than I inter- 
pret your own statement to indicate. 

Mr. Cootry. You misunderstand me when you say that I do not 
place emphasis on the desirability of expanding markets because that 
is one thing that I think the chairman of this committee and most 
all of the other members of this committee, certainly those who live 
in the areas where the basic commodities are produced, appreciate the 
necessity of expanding markets. It is not the function of this com- 
mittee or any member of the committee to determine when the quotas 
shall be applied on any particular commodity. If by chance they 
should have been applied last year or the year before last, that is not 
any fault of the members of this committee. We provided the ma- 
chinery which was not used. Now it is being used. 

Mr. Newsom. The one point that I wanted to divorce myself from 
that you made, however, was the degree of confidence that you seem 
to demonstrate there of our ability to get production curtailed rapidly 
under this sort of a program. Our record just has not been good 
because with the exception of cotton, where in 10 years we curtailed 
acreage by 38 percent and achieved a reduction of 17 percent in 
output, we did not actually reduce production in any of our basic 
commodities in the acreage program. 

Mr. Cootxry. Certainly we did, on a per unit basis. The thing is 
that during the time that you are talking about the farmers learned 
perhaps more about the arts of production than they ever had in any 
comparable period in history. We are producing more cotton and 
more tobacco and more other crops on a per unit basis than we have 
ever produced before. That means that as you have reduced your 
tobacco acreage you have increased your per acre output. 

That is true straight across. We have made these diverted acres 
available for a diversified farm program. 

Mr. Newsom. As a matter of fact, sir, our discussion here, or what 
might seem to be an argument, is pretty academic anyhow. 

Mr. Cootzy. It is not academic at all because we have it before this 
committee now and it is now being proposed that we do away with 
the 90-percent price-support program on all the basic commodities. 
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Mr. Newsom. We are not proposing that. 

Mr. Cooter. I know you are not. That is the reason I do not want 
you to go out of this committee room, as the Master of the Grange, 
thinking I endorse that sort of program. The Farm Bureau did not 
endorse Mr. Benson’s program and I] understand you are not endorsing 
it and I do not know of anyone else who is endorsing it, and the 
cooperatives did not endorse it. I know the Farmers Union does not 
endorse it. I have not heard anyone who has appeared before this 
committee endorse Mr. Benson’s program. 

Let me come to one other thing. 1 know my time is running out. 
I cannot reconcile one position that you take. I know that you believe 
in freedom of agriculture. You do not want agriculture hamstrun 
or regimented or controlled, and you talk about human dignity oad 
expansion and freedom of opportunity for the individual, which is 
more than an ideal, and democracy as an ideal, and all that, but, after 
you have made this splendid speech about it, it seems to me there is 
one thing in Mr. Benson’s program that you embrace and that is his 
proposition with regard to diverted acres. If I understand his pro- 
gram—he will not deny that I am interpreting it correctly—I am 
diverting acres from 5 basic commodities on my farm he wants com- 
plete control over—all of those diverted acres. He wants to say’to me 
that I cannot raise a billy goat, if I want to, on these diverted acres. 
I maintain that as an American farmer that is the kind of freedom 
I should be able to be permitted to exercise, to take my diverted acres 
and to experiment in the field of diversification and ‘see what I can 
produce on those acres. If I am going to give him all the rest of my 
farm except the acres that I have under control then my freedom is 
really gone, and there is nobody, since I have been on this committee, 
who ever produced a program or presented a program with more 
regimentation or more complete control than was presented here by 
Secretary Benson. I hope that you follow me in that. 

Mr. Newsom. I do. 

Mr. Cootry. You advocate in this statement diversification. You 
want to do something in the one-crop areas, as Mr. Brinkley wants to 
do something, and all of us do, and I want to, but I do not want to'turn 
over everything that I have to Mr. Benson or to any other Secretary 
of Agriculture, and let him tell me that I cannot plant anything I 
want to plant on these acres that have been diverted from these basic 
commodities. I think he is apprehensive about something that is not 
going to occur. You are not going to take the people in my section 
and put them in the dairy business in 1 or 2 years, and we hope that 
these diverted acres will find some other profitable use. You cannot 
put them into the beef cattle business in a short time. We certainly 
cannot go into the citrus fruit business and we cannot put out apple 
orchards. We can plant a few vegetables. The few vegetables we 
plant in North Carolina will not compete with those produced in the 
great vegetable producing areas, We haven’t the labor. They tell tis 
that we have to go to Mexico to get them, to get stoop-labor to pick 
up the vegetables. So I know we are not going to do it. | 

That is all that I have to say. My criticism of your statement, if 
it is a criticism, is that it is difficult for me to reconcile ‘your views 
with reference to freedom. I know it is fine to go out and talk abéut 
freedom, but I have seen you receive big ovations when you denviitice 
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regimentation, and shout “freedom,” and everybody says that they are 
for freedom. As far as I am concerned my farmers do not want the 
kind of freedom that you want to give us. 

Mr. Newsom. I believe they would if we had the opportunity. Ido 
not know how much time the committee wants to take on this. I 
would like to make a statement in rebuttal, if I may. 

The Cuarrman. Go ahead. 

Mr. Cooter. I have taken about 12 minutes so I will yield to you 
for your speech. 

Mr. Poace. Will the gentleman yield for a question? 

Mr. Cooter. No. Let him go ahead. 

Mr. Newsom. I would like to say that—I do not want to speak for 
the Secretary of Agriculture, certainly. 

Mr. Cooter. No. He had a hard time doing that for himself. 

Mr. Newsom. If I understand the brother from North Carolina, and 
we are proud to claim him as a member of the Grange and he had a 
part in helping us build a program in our last national session; we 
have more seeming differences, perhaps, than are real—I certainly 
would not want the Grange to be on record as favoring a system of 
control of diverted acres that would prevent the feeding of a milk 
cow for a local or family use, and 1 would question whether the 
Secretary of Agriculture meant to make that kind of a point. But 
at the same time I must say to you that one of the most vigorous 
debates that we had on the floor at the National Grange session 
stemmed out of this diverted acreage problem and we have to face it. 
If our program is going to be one of curtailing the production of 
wheat, cotton, corn, and tobacco, and certain other commodities, we 
have no economic or moral right to permit me, as an Indiana corn 
farmer, to take 50 acres out of corn production and put it into tomato 
or sweet corn production and create a problem for people that prob- 
ably have their reasonable balance and a pretty good situation. 

hat is the type of thing that we have to recognize. There is, of 
course, room for moderation. There certainly should be room for ex- 
perimentation for diversion of production purposes, as you put it. I 
do not think there is too much difference. 

Mr. Cootry. I do not think there is much difference between us, 
either, except that I want to leave it to the freedom of the farmer to 
make the choice as to what he would put these diverted acres to. They 
are not going into tomatoes and potatoes and things that will produce 
a surplus because the farmer will use his own business ingenuity in 
selecting the crop that he wants to put on his diverted acres. 

Mr. Newsom. But it has happened. 

Mr. Cootry. Of course it has happened and it probably will happen 
again in a degree. I am saying now, in talking about freedom, I do 
not want to give the Secretary or anybody else the right to say what 
1 have to plant, when I have to plant it, whether I have to plow it 
under, whether I can graze it off, or whether I can raise a milk cow. 

If we approve his bill he can do just what you mentioned a minute 
ago.’ He can say that you cannot put a milk cow on this field; if you 
do you will lose all your pappetts you will lose everything if you put 
a milk cow or billy goat in that field. 

Mr. Poage. You are in agreement when you get to a milk cow. It 
is when you get to a billy goat—— 
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Mr. Newsom. I would say that basically we could get an agreement 
if we had time enough to doit. There is a real necessity for stopping 
this process of creating new problems, as we try to solve one. ; 

Mr. Coorex. I agree with you on that. 

Mr. Newsom. For the sake of the record, I want to say, because I 
do not think we have covered it in our testimony, that we are strongly 
in favor of moving toward the incentive kind of an approach to get, 
something done on these diverted acres problems. 

Yet I do not think that you could possibly interpret Grange pro- 
grams in such a way as to rule out the possibility of saying that you 
cannot plant corn in your diverted cotton acres when we have a corn 
control program in operation. 

Mr. Cooter. I think you have to do something else, because corn is 
being controlled, corn and wheat and cotton and peanuts. 

Mr. Newsom. Not except in commercial areas. 

Mr. Cootry. That is true. You would not want to go into non- 
commercial areas and tell a man he could not plant enough corn to 
feed his livestock, would you? 

Mr. Newsom. I say to you if we continue to talk about the emer- 
gency type program—that is the fundamental difference now between 
you and me—we are talking about total reliance on the emergency 
type program. 

We want to use it as a means of giving ourselves a chance to get into 
balance of course. I wish we could get more emphasis on something 
in the nature of a two-price program like we were talking about here 
that would give to the producer the benefit of an American price level 
in America, the only lass that he has a legitimate reason to demand 
that American price level, and then give to him eventually when we 
get into balance the opportunity of deciding whether on his Oregon 
wheat farm he wants to compete with his Canadian neighbors. 

Mr. Cooey. I see your point. In other words, I have always main- 
tained that with all the modern machinery that we have in the country, 
and the large farms that we have, I cannot see why a wheat grower in 
the wheat-growing area cannot, on a mechanized farm, compete with 
any other area of the world. 

You cannot do that with other crops because you cannot mechanize 
the farms. You cannot apply the techniques and know-how that you 
can in wheat. One man can doa lot of work with modern machine 
in the wheat fields in the wheat areas, It may be that we can wor 
out something of that kind. When it comes to the question of subsidy, 
that runs into a tremendous amount of money. 

If we are going to subsidize domestic production up to a level and 
then write it off in the foreign markets, I do not know how we can 
ever work it out. 

I have followed your statement about the two-price system but you 
did not set up the mechanism for operating it. 

You just gave us the principles. 

Mr. Newsom. There is a very definite reason why we did not set up 
any specific mechanism. I do not know how accurate this statement 
is but I have been advised by some of our friends that there are a 
total of some 240 different sets of mechanics that have been worked out 
for putting a two-price program into operation. 

iioclealie it is foolishness for us as an organization to get bogged 
down in a defense of one particular set of mechanics until we can get 
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something more nearly universal agreement on the soundness of that 
basic approach in the first place than we have ever yet had. 

As you know, the Farm Bureau and the Farmers Union are both 
vigorously opposed to any two-price program. Their spokesmen have 
said so time after time in meetings across the country. 

We have had a regular epidemic of farm policy forums across the 
country because everybody is definitely interested in this problem. 

Everybody wants to help solve it and we are grateful for that. 

But I say that one of the products of that is that we not only know 
where we are in disagreement but sometimes I think we have a chance 
to modify our own plans so that it is not quite so susceptible to attack 
as it was a few months ago. 

Mr. Coorey. I yield to Mr. Hill. 

Mr. Hut. I have a question along that line that interested me, and 
the very thing that Mr. Cooley is talking about. 

Why should we get in a lather and excited about the farmer, we will 
say the wheat farmer, asking for a two-price system when you have had 
it all the time on a great many of your industrial products? I happen 
to know definitely on agricultural implements, for example. ‘They 
have had a two-price system and I hear no objection. 

Mr. Newsom. There are only one or two seemingly legitimate criti- 
cisms of a two-price system. One is the same criticism that you can 
apply to any so-called economic institution that interferes with the 
operation of prices, and that is that the mechanics are complex. 

The mechanics of any price-support program or anything else get 
complex. That is not a legitimate reason for shying away from it. 
The other and interesting thing to me is that this other one does not 
crop up until you go to talking about some specific kind of plan for 
putting a two-price program into operation, and then somebody will 
say “But that compels the domestic consumer to pay more than the 
world consumer would pay.” 

Of course it does. That is the very heart of a two-price system. 
It is predicated on the philosophy that because we produce in America, 
with an American level of costs, then we are entitled to an American 
level of price. And we just start in on that assumption. Of course, 
there are people that object to it on that basis. But we have to face 
that. That is inherent in the plan. 

We sell that idea or we do not have the program. 

Mr. Hixt. Right along with that, only in the opposite direction, is 
the support price that we have established in America for agricultural 


products. The first thing you know is that our support price becomes 
a world price. 


Mr. Newsom. That is right. 

Mr. Hix. And we are priced clear out of the market because we 
cannot sell ours only at this support price, while the other side of the 
world can sell at any price they want. 

Mr. Newsom. I am glad the Congressman from North Carolina 
just got off the phone because I would like to say that the finest 
example—the worst example, I don’t like the “finest” in this case— 
the worst example of that type thing is just what we did to that fine 
American fiber known as cotton in about 20 years under this kind 
of a. program, 
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There are some rather staggering figures with which the members 
of this committee are no doubt familiar but I would like to recite 
one thing that has happened. 

In the decade of the twenties we in the United States were producin 
some 13,600,000 bales of cotton out of a total world production o 
about 20 million bales. 

In 20 years of operation of our kind of a program, while the rest 
of the world was doing otherwise to some extent, we saw the level 
from the decade of the twenties to the decade of the forties, we saw the 
level of American cotton depressed by about eight-tenths of a million 
bales, done to about 12.6 million from 13.4 million—the figures escaped 
me exactly but relatively this is the story—of which amount 4.1, on the 
average, in the decade of the forties, went into the hands of Govern- 
ment in a price-support level. 

At the same time the total fiber production in terms of cotton bale 
equivalents had doubled up to 40 million bales. As I said to you in 
the statement, we supported this kind of a program. But not as a 
permanent program that could not be improved on in any sense of 
the word. 

I do not mean to infer that any of you gentlemen have, but those 
figures in themselves clearly indicate the necessity of recognizing 
that we have no right to price any American product completely out 
of the world markets and to hold an umbrella over the markets of 
the world to the extent that we did. 

And then we turned around and did the same thing in cotton in 
reverse in 1951, I guess it was, when we put an embargo on our exports 
and caused the world cotton price to get up to double the American 
cotton price and in turn incited uneconomic production and processing 
of cotton around the world which is right now producing some bank- 
ruptcy because the markets will not sustain that uneconomic produc- 
tion that we ourselves stimulated partly by reason of our embargo 
on cotton exports. 

Of course that needs some modification because there was justifi- 
cation for the embargo at the time. But I am simply saying that this 
rule of isolationism, so far as farm prices is concerned, is so dangerous 
in both directions that we ought to move away from it. 

Mr. Hix. I am finished now when I say that the argument that you 
have made on the two-price system—lI am sorry we have not got a 
half-day to talk about the two-price system—just proves absolutely to 
me that the wool situation has been brought about by exactly what 
you have finished talking about concerning cotton. 

I was happy to note that you support this wool bill. I frankly 
confess that I think this bill goes into the wrong direction, but there 
is no other way to save our wool or sheep industry unless we do some- 
thing at this present time in this present Congress. 

Mr. Cootry. The President has proposed the wool bill. 

Mr. Hux. He supported it in his message. 

Mr. Cootry. That is going to cost a tremendous amount of money 
if they increase the amount of wool 12 cents a pound and achieve 360 
million pounds. 

Mr. Newsom. It is a choice that is hard. 

It was a pretty expensive proposition to put every pound of wool 
that was produced a couple of years ago into the Commodity Credit 
Corporation, too, and that is what we did. 
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Mr. Cooter. Even on that we lost only 90 million pounds in the 
whole operation, 92 million pounds, I believe it was. 

In this if they increase it to 12 cents a pound and get to 360 million 
pounds a year, they know what the wool program will cost. If they 
increase it 20 cents a pound to bring about the desired production 
and reach the desired production as they indicate they would, that 
program will then cost $60 million a year. 

How long do you think the American people will stand for that 
sort of subsidy ? 

Mr. Newsom. I do not know that I am prepared to answer that 
particular question, but I want to make this statement on that sub- 
ject: Don’t misunderstand me. I think I have said as vigorously as 
I know how that there is real compulsion from the standpoint of 
farmers and the total national economy for an effective level of price 
supports now. But for goodness sake let’s try to get a price tag for 
all of us on this kind of a program. And one thing that will happen 
out of the wool support program is that we will understand that as 
taxpayers and as Americans. 

I think that the better we understand all of these problems the 
more successful all of us together will be in moving more rapidly than 
we have ever moved in my lifetime at least toward a removal of the 
restrictions on trade, so that we will not have to have these things. 

We in agriculture have no choice in it now. We are compelled. 
But if our fellow taxpayers as Americans understand the price of this 
kind of a program and understand our basic right to comparable pro- 
tection to that that they have, then I think we will have a great many 
more Americans interested in elimination of some of these restrictive 
devices. 

That may sound like another philosophical statement but we have to 
try to know where we are going. 

Mr. Hitz. No. I congratulate you on that because you can see ex- 
actly what happened to the wool situation. We lose, some one said, 
close to 40 percent of all our herds in the West where the wool was 
produced in the early forties. 

Now if we come along and lose the balance of our wool-production 
in the entire United States we would be at the mercy of foreign coun- 
tries for all of our wool, and in the case of a war there would be no 
way in the world to ship wool half way around the world to America. 

o we have to understand both sides,of this question which I think 
ou have done a very excellent job of in reporting to us. That is all, 

r. Chairman. 

The Cuarrman. If there are no further questions, Mr. Newsom, 
I wish to thank you for a very splendid statement before the com- 
mittee and for the assistance that you have been to the committee in 
its efforts to work out the problems it has under consideration. 

Mr. Newsom. If I may, I would like to introduce some visiting 
State masters who are here this morning if that is appropriate. 

The Cuarrman. We will be happy to have you do so. 

Mr. Newsom. One of the members of our State committee, Mr. 
Harry Caldwell, master of the Ohio State Grange, Billy Brake, as 
master of the Michigan State Grange, is in the group; Herbert Hoops, 
as master of the Maryland State Grange; Elroy Hawes, secretary of 
our executive committee and now commissioner of agriculture in the 
State of Massachusetts, is in the room. 
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Our staff members have all been introduced to you except Joe 
Parker, who is now consultant to the National Grange, legislatively. 
We are proud to claim him. 

Mr. Cootey. Mr. Chairman, I would like to ask Mr. Newsom a 
question. 

Would any of these State masters like to submit a statement for the 
record or to appear at some later date? 

Mr. Newsom. I do not think any of them came for that purpose. 

Mr. Cootey. Mr. Chairman, I would like to have permission for 
Mr. Caldwell to furnish a statement for the record, if he desires to do 
so. Idonot know whether or not he desires to. 

The Cuarmman. Mr. Caldwell? 

Mr. Catpwetx. I would be glad to come and appear before the com- 
mittee or to furnish a statement for the committee if that is your 
desire. We would be glad to work that out either at a later date or 
any way that you want to handle it. 

Mr. Cootry. Mr. Caldwell, suppose you prepare a statement for 
the record. I ask permission for Mr. Caldwell to furnish for the rec- 
ord a statement of his views. I do not know whether or not it will 
be possible for the committee to hear you in person, because I do not 
know just what the schedule is going to be. 

If there is no objection, I would like to have that. 

The Cuaran. Of course the committee would be very glad to hear 
from Mr. Caldwell at any time, either in the form of a written state- 
ment or a personal appearance before the committee. 

(The statement submitted by Mr. Caldwell is as follows:) 


STATEMENT BY Harry B. CALDWELL, MASTER, NoRTH CAROLINA STATE GRANGE, ON 
New FarM PROGRAM PROPOSALS 


My name is Harry B. Caldwell. I am master of the North Carolina State 
Grange and I live at Greensboro, N.C. We appreciate the opportunity to present 
the views of our members on the price support, production adjustment, and trade 
expansion proposals now pending before this great committee. 

The Grange is a general farm organization and we have members in all areas 
of the State. Our local or subordinate grange units meet at least once a month. 
It is here that members—farm men, women, and young people—discuss problems 
and prepare resolutions which are later acted upon by delegates at the annual 
State grange convention. 

Local granges held special meetings to study the farm program during the past 
year at the request of Secretary Benson. Thousands of farm men and women 
participated in those discussions. Delegates from the 200 subordinate and pomona 
granges then met together in Ashe¥ille, N. C., last October 26-28 and formulated 
the State grange policy which I am presenting here today. 

North Carolina Grange members want a program which will provide abundant 
supplies on a sustained basis at prices which are fair to both producers and 
consumers ; expand domestic and foreign consumption and markets ; encourage the 
conservation and efficient use of soil, water, and timber resources; strengthen the 
family owned and operated farm unit; and provide a constantly rising standard 
of living for farm families. 

North Carolina farmers are concerned about changes that may be made in 
the farm program. We do appreciate the efforts of this committee, administra- 
tion officials, and farm leaders to develop a stronger program for use during the 
days ahead. ' 

We recognize the complex nature of the problem and realize the difficulties in 
finding solutions which will be acceptable to all areas and commodity interests. 
We have come to the conclusion that solutions must be developed on a commodity- 
by-commodity basis and we commend the President for approaching the problem 
on that basis. 

Our commodity committees and State executive committee met on March 9 to 
review 8. 3502 now pending before the Senate Agricultural Committee, and the 
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committee print which the House Agricultural Committee is now considering. 
While the basic philosophy of both bills appears to be the same, the House com- 
mittee print has a proposed amendment to section 401 (c) of the Agricultural Act 
of 1949, as amended, relating to the use of diverted acres, which does not appear 
in S. 3052. This section of the House committee print raises some serious ques- 
tions that need careful consideration. We recognize the problem especially as it 
relates to the use of diverted acres and the fact that it may become recessary to 
exercise some controls in that connection ; however, we question the desirability 
of granting any Secretary of Agriculture such broad powers as seem to exist in 
that section of the House committee print. 

Our committees tried to make an objective appraisal of the pending proposals 
and it was their conclusion that the adoption of flexible price supports for the 
basic commodities will lead to a further decline in farm income without solving 
the basic problem centered around surplus stocks and world markets. In mak- 
ing this statement we are aware of the set-aside provisions and recognize that 
action of this kind will temporarily keep government price supports at or near 
current levels. The fact remains however that new surpluses will likely 
accumulate so that the end result will be even worse unless markets are greatly 
expanded and production adjusted in the immediate future. 


EXPANDING MARKETS 


Any successful farm program must seek to expand markets. It is possible 
that more of the productive capacity of agriculture can be utilized as a direct 
result of an aggressive market promotion program. Population growth will 
increase market demand. It makes it necessary that we keep our agriculture 
strong and capable at all times of expanding output to meet consumer needs. 

There are potential world markets for large quantities of agricultural com- 
modities. Trade restrictions, lack of dollar exchange, competition from other 
surplus production areas and the extremely low income of many people through- 
out the world present problems in need of attention. The world demand for food 
and fiber will increase as underdeveloped areas build up the earning power of 
their eitizens or as other means are provided to supply them with their require- 
ments. Some of our excess agricultural stocks should be made available to 
relieve suffering and to aid those areas in becoming more economically secure 
and we are in general agreement with that section of the proposed legislation. 
Care must be exercised in the administration of surplus disposal programs so 
that the efforts of the people themselves to expand production and income will 
not be impaired or destroyed. 

Research can help farmers find and retain markets which would otherwise 
not exist. We hope that Congress will provide adequate funds to carry this 
research forward. Money spent in this manner will return dividends in terms 
of expanded markets, improved productivity, and better products. 

Our Government should be ready at all times to meet the problems of low 
income or unemployed groups within this country. This is not the responsi- 
bility of farmers or of a farm program and the expense should not be carried 
as a farm program cost. 

We believe that additional world markets can be secured and maintained. 
We commend the administration for current efforts to expand those markets. 
We hope that legislation will be enacted to give the Secretary of Agriculture 
direct jurisdiction over the agricultura) attachés. We also favor adjustments 
in tariff rates consistent with the general welfare; simplification of customs 
procedures and the use of trade agreements. We were pleased to note that the 
Department of Agriculture has been able recently to barter some $10 million 
worth of farm products for various materials and items needed in this country. 
We hope that this practice will be followed whenever the mutual interests of 
the countries involved can be served. 

We are informed that some sales for local currencies have also been made 
during recent months. Here again is a possible method for expanding trade and 
consumption and we approve the practice. 

We also recommend the appropriation of sufficient funds to carry out the 
activities of FAO and the technical assistance programs. These agencies can 
assist the underdeveloped areas of the world increase their purchasing power 
and thus become strong, self-reliant members of the free world. 

It is our opinion that a two-price program, if safeguards are included to pre- 
vent dumping and an international price war, may be found helpful in expanding 
world markets for some agricultural products. It offers possibilities, and we 
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suggest that provision be made for its development and use with safeguards whet 
agreed to by the producers of any export commodity. 

Consumer education and sales promotion can also help expand markets in 
this country for farm commodities. We recognize, of course, that a high level 
of employment and efficient merchandising are also essential in any program 
to expand consumption. 

While some expansion in consumption seems possible, it is our opinion that 
additional governmental devices will be needed in solving the farm problem. 
We, therefore, recommend the continuation of price supports at levels which 
will be fair to both producers and consumers with adequate provisions to bring 
about desirable adjustments in production. We will discuss price supports first 
and then turn our attention to production adjustments. 


PRICE SUPPORTS 


Farmers cannot rely upon the law of supply and demand alone to assure them 
of dependable markets and fair prices. Price supports are necessary under 
existing conditions or any program designed to maintain adequate reserves at 
all times will wreck the agricultural economy of the Nation. 

Instability in production and demand creates serious problems. Even small 
changes in either causes relatively large changes in prices. 

Farmers exercise little, if any, influence on prices in the market place. They 
live and operate in an economy dominated by administered prices in industry, by 
wage levels protected through union action, and by Government favors to both. 
Fair-trade laws, protective tariffs, minimum wages, and social-security are but 
a few of the many protective measures given by Government to business and 
labor and are beyond farmer control. 

Much of the loss in farm prices occurred when nonagricultural employment 
and income were advancing to a new high. Consequently it is apparent that 
while a high level of employment and income are essential in maintaining pros- 
perous conditions, they do not assure farmers of dependable markets and fair 
prices for their commodities. 

Instability in farm-price levels has an impact on all segments of the economy. 
The decline in farm prices has already affected other business activities. For 
example farm machinery sales are down from 12 to 15 percent and output about 
20 percent below the 1951 peak according to industry reports. Other businesses 
are also feeling the effect of these changes in income so that it is time to recog- 


nize that national prosperity cannot be maintained when agriculture is depressed 
for any extended period of time. 


PRICE GOALS FOR AGRICULTURE 


We agree with President Eisenhoweor when he said that the price goal should 
be full 100 percent of parity, although we do not advocate prior supports at that 
level. We should strive to create a marketing system that will enable farmers 
to get full parity for their commodities in the market place. Even under the 
most favorable conditions, however, there will likely exist a need for price 
supports. 

Price supports simply place floors at levels determined to be desirable for 
farmers and the Nation. They become operative only when free markets fail 
to take the output of agriculture at or above those levels. They tend to reduce 
fluctuations so that consumers can be assured of abundant supplies and farmers 
a reasonable share of the natural income. 

What is a reasonable price support level? While there are variables that must 
be taken into account, the record seems to indicate that 90 percent of parity is 
not too high if our objective is to assure farmers a fair share of the national 
income. This statement assumes, of course, that we will keep our parity formula 
current with advances in technology and we recommend that you provide a 
modernized parity formula and arrange for a gradual transition to its use. We 
are not sure that the formula proposed in pending bills is the answer and for 
that reason we suggest that it be carefully examined before final-action is taken. 

In support of this statement I would call your attention to the fact that the 
average net income per farm person in 1949 when prices averaged 100 percent of 
parity was only about one-half that of the average nonfarm person. In 1953 
when farm prices averaged only about 91 to 92 percent of parity the average 
income of persons living on farms was less than one-half that of the average 
nonfarm person. The disparity, which is too wide even at parity prices, becomes 
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greater as prices decline below parity level. This result is bound to occur since 
many production costs are beyond farmer control. In 1928 farm expenses took 
51 cents of the farmers’ cash income dollar. In 1951 this figure had risen to 
74 cents. 

Recent studies reported in the Progressive Farmer show that farmers enjoy 
prosperity when prices average parity or above. They are only moderately pros- 
perous when they average from 90 to 99 percent; severally pinched when they 
range from 80 to 90; and when they drop below 80, we have a full-blown 
depression. 

Our organization believes that the successful operation of any adequate price- 
support program depends upon the willingness and ability of producers to adjust 
production to effective demand. For that reason we favor supports on the basic 
commodities at not less than 90 percent of parity when producers have not 
rejected marketing quotas or any other effective method for adjusting production 
to current needs. We question the use of price supports at any reasonable level 
for an extended period of time when producers are unable or unwilling to make 
these adjustments. There may be short-run considerations, of course, which 
would justify price supports in the absence of production adjustment features. 

We also realize that the same method for supporting prices may not be suitable 
for all commodities and conditions. There may even be instances where produc- 
tion payments will be the answer, although we do not favor their use as a 
general practice. 

PRODUCTION ADJUSTMENTS 


The current supply and demand situation points up the need for production 
adjustments. While this is a rather simple operation for many nonfarm business 
organizations, it presents a complicated problem for farmers. Factors that cause 
nonfarm business to cut production sometimes stimulates more production in 
agriculture. Experience has demonstrated that voluntary methods for the most 
part are ineffective and that Government action is required. 

Some advocates of a flexible price-support program seem to believe that vari- 
ations in price relationships will encourage production adjustments. While 
this method may be desirable in some instances, our experience with tobacco, 
cotton, and peanuts does not support that theory. For example, cotton prices 
dropped to 7.3 cents per pound in 1932, the lowest in 30 years, and farmers were 
told that another big crop in 1933 would mean even lower prices. In 1932 there 
was planted 36,490,000 acres and yet, in spite of the warnings, cottongrowers in- 
creased their acreage in 1933 to 40,280,000 acres. The effect of the low price 
was to stimulate more production. Other examples could be cited to show 
that low prices do not necessarily bring about needed production adjustments. 
We have found the quota system to be the most satisfactory method for adjust- 
ing the production of tobacco, cotton, and peanuts, 

We do not contend that all production adjustments can or should be handled 
in this manner. It is interesting to note, however, that the two programs, 
tobacco and sugar, approved in the President’s message use quotas and price 
supports to maintain abundance and assure producers and consumers of fair and 
stable prices. 

Marketing agreements and orders is another method that has been employed 
to stabilize markets. We hope that Congress will broaden this act to cover 
additional commodities and provide for the continuous operation of marketing 
agreements and orders despite any short-run price variations. 

Soil-conservation practice payments can also be used in securing production 
adjustments. We believe that additional funds for this program will pay divi- 
dends. It will enable many farmers to cut back their production of commodities 
in surplus supply and build up soil fertility for future needs at the same time. 
This is one way to establish desirable conservation practices on diverted acres. 

We recognize the difficulties of adjusting dairy, livestock, and poultry pro- 
duction and of course other perishables present adjustment problems. It is our 
opinion, however, that the producers of these commodities can develop satis- 
factory programs which will be democratic and workable. We commend Presi- 
dent Eisenhower for establishing a bipartisan Agricultural Advisory Commis- 
sion. This group, supplemented by special commodity committees, should help 
find answers to many of the problems as they arise. We hope that Congress will 
give this Commission legislative authorization and provide adequate funds to 
assure its most effective use. 
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CONCLUSION 


We have confined our remarks primarily to price supports, production adjust- 
ments, and world trade since they are the primary questions now under consid- 
eration by this committee. For the record we want to state that research and 
education are important tools in solving farm problems and need to be further 
expanded. 

The development of stronger cooperatives will also help farmers gain bargain- 
ing power in the market place and provide services for themselves which would 
not otherwise be readily available. To the extent that farmers can solve their 
problems in this manner the need for direct Government action is minimized and 
the private capitalistic system made more secure. 

Crop insurance is proving its worth. Farmers covered by insurance are less 
likely to need special assistance when there is a crop failure from any cause. 
Disasters can be met, even in individual cases, on a more realistic basis and 
at less cost to the Government through this program than in any other way. 
It is our hope that this program will be extended into more counties as rapidly 
as possible. 

The operation of an effective program will cost money. In appraising the 
cost, we hope that the possible price tag for the alternatives will also be carefully 
considered. Failure to keep agriculture strong endangers resource development 
and the general economy of the Nation. If farmers must depend upon free 
market prices, then production and demand must be balanced within a very nar- 
dow range or prices cannot be maintained at or near parity levels. This means 
that a crop failure or the existence of some emergency demand may create 
serious shortages and force prices to very high levels. All of these alternatives 
have a price tag too. It is our opinion that the net cost to the Nation will be 
much less if we provide farmers with the tools that will assure them of reasonable 
prices so that abundant supplies will be available at all times. The words of 
the old Spanish proverb are worthy of consideration, “Take what you want, take 
it and pay for it.” 

Again, we thank you for giving us an opportunity to present this statement 
here today. 


The Cuarrman. We are very happy, Mr. Newson, to have the State 
masters who are with you today appear before us. We are pleased to 
have them at our committee hearings and are always glad to hear 
from them. 

If there are no further questions, this concludes the proceedings for 
today. 

The committee will adjourn until 10 o’clock tomorrow morning. 

(Whereupon, at 12:35 p. m., the committee was adjourned to recon- 
vene at 10 a. m. Wednesday, March 31, 1954.) 
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WEDNESDAY, MARCH 31, 1954 


House or REPRESENTATIVES, 
COMMITTEE ON AGRICULTURE, 
; Washington, D.C. 

The committee met, pursuant to recess, at 10:10 a. m. in room 1310, 
New House Office Building, the Honorable Clifford R. Hope (chair- 
man), presiding. 

Present: Representatives Clifford R. Hope (chairman), August H. 
Andresen, William 8. Hill, Charles B. Hoeven, Paul B. Dague, Ralph 
Harvey, Harold O. Lovre, Page Belcher, James S. Golden, William 
R. Williams, Karl C. King, Robert D. Harrison, William C. Wampler, 
Harold D. Cooley, W. R. Poage, George M. Grant, E. C. Gathings, 
John L. McMillan, Thomas G. Abernethy, Carl Albert, W. M. 
Wheeler, Clark W. Thompson, and A. S. Herlong. 

The Cuarrman. The committee will come to order. 

The committee is pleased to have before us today Mr. James G. 
Patton, president of the National Farmers Union, who is no stranger 
to this committee. We are always glad to have him present to counsel 
with us in farm matters. He has brought with him today some of his 
associates in the Farmers Union organization. 

I wonder if you would like to present them to the committee, Mr. 
Patton, before we begin taking testimony. 

Mr. Parron. Thank you very much, Mr. Chairman. 

Mr. Chairman, I have with me my associates in the work of the 
Farmers Union here this morning, some of my associates. On my 
right, at the end of the table is Mr. Fred Haiduk, president of the 
Texas Farmers Union; next to me on my right Mr. Glenn J. Talbott 
whom all of you know, I think, is chairman of our executive committee 
and president of the North Dakota Farmers Union; on my immediate 
left is Mr. Harvey Solberg, who is president of the Rocky Mountain 
Farmers Union, made up of the States of Colorado and Wyoming. He 
is also a member of our executive committee. 

On the extreme left is Mr. Homer Duffy, vice chairman of our 
executive committee and president of the Oklahoma Farmers Union. 

I might say by way of information, Mr. Chairman, that the execu- 
tive committee of the National Farmers Union is elected from what 
we call the full board of directors. When a man is elected a president 
of a State organization by delegates from local unions, he is auto- 
matically a member of the national board of directors. That board 
in turn selects from their number five members of the executive com- 
mittee and the president and vice president who are elected at biennial 
conventions serve as ex officio members. 
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We have rather lengthy prepared statements, Mr. Chairman. But 
in each instance we have prepared a summary. We would like to 
read the summaries and submit the full statements for the record if 
it is in keeping with your wishes. 

The Cruarrman. As a matter of fact, that is in keeping also with 
the rules of the committee but we do not always follow the rules. 

Mr. Parton. If it is practical, and of course I am in no way trying 
to ask any special favors, if it is practical to hear the full statements 
before questions then each of us will be sitting here and submit our- 
selves to any questions that the members desire to ask. 

My reasons for suggesting this is that we have attempted to divide 
the subject matter which we wish to present into four sections roughly, 
and therefore a first section or a second section may not cover or does 
not cover all of the material whieh we wish to present to the com- 
mittee this morning. 

The Cuarrman. The Chair would think that would be the orderly 
way to proceed. Unless there is objection we will proceed that way. 
In other words, you will all make your statements and then after all 
have spoken the committee will ask questions. 

Mr. Parron. Thank you, sir. 

The Cuamman. The full statements will be made part of the record. 
As I understand it you will read the summaries. 

Mr. Parton. Yes, sir. 


STATEMENT OF JAMES G. PATTON, PRESIDENT, NATIONAL 
FARMERS UNION 


Mr. Parron. Before I proceed in reading my summary, Mr. Chair- 
man—and I will read my summary first and then Mr. Duffy will read 
his summary, then Mr. Solberg, and then Mr. Haiduk and then Mr. 
Talbott—before I proceed I wish to take this opportunity to thank 
you, Mr. Chairman, and members of this committee, for all of the 
hard work, and I know it was hard work, and the very fine effort you 
made to get a cross-section point of view of the grassroots of agricul- 
ture in your field hearings. 

I think that was one of the finest things that has ever been done. 
Of course it is exemplary of this committee. I look upon you gentle- 
men as outstanding friends of American agriculture. I for one very 
deeply appreciate the fine cooperative bipartisan spirit which pre- 
dominates the efforts of your committee. 

I would like to say, Mr. Chairman, that as you know the national 
officials of the Farmers Union did not appear at any of the hearings, 
and we did that by purpose. I felt that I had ample opportunity to 
come before you from time to time here in Washington, and that it 
would be better if our members from the grassroots, the rank and file 
members of the organization from the various areas in which you 
held hearings, appeared before your committee and said whatever they 
wanted to say in their own way. . 

It was not that I was not deeply interested that I did not appear 
but I felt that it would be better for you to get a firsthand hearing 
from the folks whom I work for as president of the National Farmers 
Union. 
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I have one other comment that I would like to make and that is that 
I would like to thank especially you, Mr. Chairman, and Congressman 
Hill, my good friend and Congressman from Colorado, for the special 
time that you have given to the Farmers Union drought committee. 
We feel that we have a very serious problem in the so-called Dust Bowl. 
I do not like to refer to it as that but in the area where we have a sub- 
stantial amount of blowing and dust storms conditions are worse than 
1932. 

I want to especially thank you, Mr. Chairman, and you, Congress- 
man Hill, for the special efforts that you have made in that direction 
and express the hope that there may be some specific action taken 
before the situation gets any worse. 

With those comments I will proceed to read my summary. 

‘The Cuarrman. Thank you very much. Iam sure all the members 
of the committee appreciate the very kind references that you have 
made to the committee and to its work. 

Mr. Parron. Thank you. 

National Farmers Union is honored to be here today. This is a 
privilege available only in a democracy. To present our views to the 

awmakers in our own way is an important right and a significant ex- 
ercise of citizenship. 

The decisions this committee makes concerning a total United States 
farm and food policy will affect not only this country but the world. 
Peace in the world can be hastened or retarded by the decisions finally 
made on the legislative proposals before you. Food is our most im- 
portant offensive weapon against “stomach communism,” especially 
in areas of want, malnutrition, and starvation. 


In deciding upon a farm-and-food policy for the United States, 
you are dealing with Government functions that directly determine 
three important factors: First, the abundance, quality and cost of 
food and fiber that will reach an increasing number of United States 
consumers in the years ahead, and enrich the lives of billions of peo- 
ple in other nations. 

Second, the well-being and ae of nearly 24 million farm 


people, and 6 million processors and distri 
the latter’s families. 

And third, the economic future for 9 million laborers, manufac- 
turers, merchants, and their dependents who produce and distribute 
the supplies and services farm families buy. 

This Nation’s farm programs have been developed in response to 
the needs of an intelligent and energetic people—a people ever-im- 
patient and ambitious in their search for greater abundance, better 
quality, and higher efficiency in the production of the goods and serv- 
ices they consume. 

The work your committee does each year—adapting old policies 
and programs to meet changed conditions—is of great significance 
and importance. That is particularly true this year because of a 
number of exceptional circumstances. 2138 

First, economic and political forces of a complex and monopolistic 
nature are conspiring to wreck the many fine farm-and-food programs 
that the farmers of this Nation have fought to build during the past 
30 years. This group of farm program obstructionists includes not 
only prominent names in big business, but also some national farm 
leaders. 


utors of farm products plus 
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The fact that the farm program destructionists have recruited these 
farm leaders to their wualid will only serve to make this committee’s 
work more difficult. But we also know that you realize that it puts 
an even higer premium upon* the calm deliberations and _ state- 
manlike actions that have characterized your committee operation in 
past years. 

The importance of your work is heightened by the realization that 
this Nation must take deliberate steps and measures to secure an in- 
creasing abundance of food and fiber to feed and clothe a rapidly 
expanding population. By 1975, we will have upwards of 220 million 
citizens. Such a population will require one-third more food than 
we produce now. It would be tragic, indeed, if we as a Nation do not 
act intelligently to insure our own future of food and fiber. 

Mr. Chairman, much of the testimony your committee has heard and 
will hear contains two underlying themes of despair. First, there 
is an expression of basic distrust of the democratic processes to make 
wise policy decisions on economic affairs. You will be told and prob- 
ably have been told that our two-party system with its attendant 
checks and balances cannot be trusted to come out with the right 
answers to such problems as soil conservation, farm family income 
protection, — insurance and farm credit. This same group of farm 
program wreckers demonstrate little faith in America’s economic 
future and its ability to produce an abundance sufficient to insure 
growing prosperity. 

We emphatically disagree with such views. We are convinced that 
our democratic government while not perfect is the best form of gov- 
ernment and political operation man has ever devised. We are 
equally convinced that the United States has an economy that has 
proved itself capable of being able to shoulder the responsibilities 
of its people. 

The full employment bill of 1946, in whose support I was very 
active, spelled out the premise that the people of the United States 
through their instrumentalities of government, should assume the 
ultimate responsibility for maintaining full employment, and that if 
private outlays failed to maintain full employment, the people of this 
country should use their Government to make up the difference 
through useful public outlays. 

The Employment Act of 1946 emphasized maximum levels. It 
gave no indication of being satisfied with anything less than maxi- 
mum employment, production and purchasing power in all segments 
of oureconomy. I am gratified to note that this interpretation, which 
I presented to the Joint Committee on the Economic Report earlier 
this year, was adopted by the committee in its own report. 

Examination of the President’s economic report show that it lacks 
confidence in 1954’s general economic outlook. It complacently re- 
ports that business activity in the field of outlays for plants and 
equipment will drop; that housing construction will, at best, remain 
static; that consumer outlays may approximate those-of 1953. As 
for employment and unemployment in 1954, the report says virtually 
nothing—very strange indeed under an act which is called the Em- 
ployment Act of 1946. 

With respect to agriculture, the report contains the happy thought 
that agriculture will continue to be confronted in 1954 with problems. 
It says that “if the domestic demand for foods and fibers continues 





LONG RANGE FARM PROGRAM 3275 


at about its present high level”—of which the report seems not at all 
certain—“the prospects are that farm operators’ realized net income 
will be close to its 1953 estimated level.” 

In essence the economic report seems to say that we may not have 
a serious depression and that by maintaining the high levels of 
activity of recent months we may do almost as well in 1954 as we did 
in 1953. 

This economic outlook is not good for America. We must measure 
our needs and objectives for this year not against our performances in 
1953, but rather in relation to our potentials in 1954. Each year we 
increase our population and advance our technology. We must keep 
up with these advancements by making actual gains in employment, 
production, and purchasing power. If we do not make these gains, 
we fall further and further behind. To be stable, to be prosperous, 
we must grow. 

I am personally convinced that we need to chart a course that each 
year will raise the gross national product as measured in dollars by 
at least 8 percent and in physical volume by at least 5 to 8 percent a 
year. As a minimum this year we need a total national production 
of $385 billion. This means that for a full economy in 1954, the total 
national product must be not less than $15 billion higher than the 
annual rate in the second quarter of 1953, and at least $20 billion 
higher than the annual rate in the fourth quarter of 1953. If this is 
accomplished, we can and should have 63 million civilian jobs in 1954 
contrasted with 62 million in 1953. In February of this year, we had 
only 60 million civilians employed. 

If our economic growth can be made to continue, we would achieve 
a $500 billion economy by 1960. Let us see just what that means. In 
the first place it would leave room for Government purchases of goods 
and services, and that means local, State and Federal Governments, 
of about $85 billion to $90 billion, contrasted with $83,500 million in 
1953. This amount of public outlays, in 1960, would be only 17 to 18 
percent of our total national product contrasted with 22 percent in the 
second quarter of last year. In such an expanding economy, the 
Federal budget could be balanced with a 20 percent reduction in tax 
rates, 

Here are some other things we could achieve: 70 million jobs; a 
minimum $4,000-a-year standard of living; an overall increase of 
40 percent in this Nation’s living standards; an average weekly wage 
of $100 for production workers—it is now a little more than $71 a week ; 
an increase in farm production of 20 to 25 percent—with plenty of 
markets for the increased production; an annual business investment 
rate of from $80 billion to $85 billion with annual corporate profits 
before taxes of about $55 billion. Last year corporate profits Cokes 
taxes were about $44 billion and with lower tax rates in 1960, profits 
after taxes would be even greater. 

We could afford to provide—and should by 1960—average retire- 
ment annuities of at least $200 a month. 

But, Mr. Chairman, we shall not reach these fair goals unless we 
move toward them year by year. We cannot remain complacent in 
the face of an economic decline which has already brought an esti- 
mated drop of $7.900 million in our total national product. 
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American farm families do not want to stay where they are now— 
either in terms of production or income. They should advance along 
with the rest of the economy. 

The President’s Economic Report, however, takes a different ap- 
proach, and in doing so paar the basic philosophy behind the 
sliding-scale system of price supports. It points out that although 
the farmer’s economic position has been “distinctly unfavorable” since 
1946, “agriculture has been in a relatively good financial position to 
make postwar readjustments.” 

Now, I submit, what kind of a second-class citizen is the American 
farmer that he should be told by his Government to look backward 
to 1947 in measuring the state of his affairs, when all other sectors of 
the economy have advanced enormously since 1947 in their incomes, 
their standards of living, and their retained assets ? 

Although the Economic Report is complacent about the farmers’ 
plight, it is certainly anxious to provide industry with every encour- 
agement it can in the form of tax concessions. It seems to me that 
the whole tenor of the Economic Report, and the assumption behind 
its sliding-scale recommendation, is that the overall level of farm pro- 
duction is adequate or too high, and that farm policy should be re- 
adjusted to prevent a further growth in farm output in order to get 
rid of the so-called problem of surpluses. 

In my opinion, this is a completely wrong appraisal of the farm 
»roblem, as many members of your committee have repeatedly stated. 
faybe we have enough farm output, when measured against the cur- 

rent size and condition and behavior of our economy; and of course 
farm surpluses will get bigger if the economy is allowed to move 
further down hill. But we do not have enough farm output to meet 
the needs and desires of American families or of American industries 
if our economy continues to grow. 

There is no worthy support for the sliding-scale advocates’ conten- 
tion that lower farm prices will maintain or enlarge farm incomes 
by increasing the consumption of farm products. How could this 
happen, when statistics in the Economic Report itself show that a 
reduction in farm prices and income of tremendous magnitude since 
late 1951 has been accompanied by very little decrease in total farm 
production and relatively very little change in consumer food prices? 

The National Farmers Union biennial convention marking its 52d 
year was held 2 weeks ago in Denver. I would like to outline briefly 
for the committee the organization’s beliefs and convictions as ex- 
pressed in our 1954-55 program. 

First, delegates reaffirmed their belief in the ideas expressed in the 
Declaration of Independence, the Constitution and its Bill of Rights. 
They ee principles and practices of totalitarian or economic 
dictatorship whether in Communist, Fascist, or any other form. 


Second, delegates asserted the right of each person to choose his 
own calling, to work for his own liking, to spend, to save, and to own 
property. ; 

Third, they recognized the need for an expanding, full-employment 
economy and reaffirmed the principle that farm families on family 
farms are a balancing force in the social and political structure that 
is vital to the efficient and productive economic system. 
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And specifically, delegates to our convention recommended these 
things: 

1. 100 percent of parity price supports on all family farm pro- 
duction ; 

2..A computation of parity prices fair to consumers and farm 
families alike; 

3. Full use of all devices for supporting farm commodities; 

4. Adoption of the principle of graduated production payments 
similar to that used in the Sugar Act program; 

5. Eligibility for price supports based on the condition of co- 
operation with programs required to keep supplies in balance with 
genuine consumer and export demand, and proper conservation prac- 
tices ; 

6. Complete opposition to the sliding scale, the two-price system, 
or the cost of production plans of price supports. 

National Farmers Union delegates also cailed for an ever-normal 
storehouse of safety reserves of farm commodities and their products 
equal to at least 1 year’s supply. They urged an REA-type storage 
program, an expanded school-lunch program, a food allotment and 
stamp program, particularly for children and elder citizens, and 
finally, for an international food and raw materials reserve. 

In line with your agreement, Mr. Chairman, I will file the full 
statement with the committee, with its attachments. 

The CHamrmMan. You may do that. 

(The statement is as follows :) 


Basico ELEMENT oF A LONG-TIME PROGRAM FOR AMERICAN AGRICULTURE—STATE- 
MENT OF JAMES G. PATTON, PRESIDENT, NATIONAL FARMERS UNION 


We are honored to be here today. This is a privilege available only in a 
democracy. To present our views to the lawmakers in our own way is an 
important right and a significant exercise of citizenship. 

America, and indeed the entire world, has been enriched and inspired by the 
significant farm programs that have been deliberated before and developed by 
this committee over the long years since its establishment. 

I personally appreciate this opportunity to appear before your committee to 
discuss farm income and national food policies of vital importance to farm 
people and to the future prosperity, welfare, and peace of all the people of this 
Nation and the entire democratic world. 

National Farmers Union is a nationwide private organization of working 
farm families. The orgnization was founded in 1902 in Rains County, Tex. 
For all the years since its organization, Farmers Union has always taken a 
broad interest in all of the economic, educational and legislative developments 
that effect farm family living and farm production and income. 

The series of hearings on which your committee is now embarked and the 
congressional deliberations which will follow are of profund importance and 
special significance. In these hearings you are considering many crucial phases 
of the total farm and food policy of the United States. The ultimate attain- 
ment of peace in the world can be hastened or retarded by the decisions finally 
made on the legislative proposals before you. The economic opportunities, pro- 
ductivity, and well-being of billions around the world are directly affected. 

We can use the magnificent productive capacity of American farms and farm 
families to help overcome the lure of “stomach communism” in areas of want 
and malnutrition. We can use abundant United States farm production to 
insure that everyone in our own Nation has the food for good nutrition. 

Your decisions on farm price supports will contribute to or detract from our 
efforts to have an expanding full employment economy in this country. More 
than ever before the political stability and economic affairs of all the nations 
of the free world depend upon the fluctuations of the national economy of the 
United States. 
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I know that most of the members of your committee agree with me that we 
cannot have a prosperous United States for long unless we maintain a prosperous 
agriculture. Nor can we maintain a prosperous agriculture and improve farm 
family incomes unless we have a prosperous America. 

Your committee would not be holding this series of hearings if most of you 
and most of the American people did not accept the truth of the proposition that 
in a democracy the people have every right and want to have their Government 
concern itself with helping to solve economic problems. 

The decisions made from year to year on Federal farm and food policies are of 
tremendous significance to the everyday life of every man, woman, and child in 
this great Nation. You are dealing with Government functions that will directly 
and importantly determine—- 

(1) The abundance, quality and cost of food, fiber, and forest products that 
will reach an increasing number of United States consumers in the years ahead 
and billions overseas whose lives can be enriched through intelligent use of 
United States farm products to relieve starvation and nakedness and to promote 
economic development ; 

(2) the well-being and opportunity of nearly 24 millions of farm people, and 
of 6 million processors and distributors of agricultural products, and their 
dependents ; 

(3) the economic outlook of 9 million laborers, manufacturers, and merchants 
and their dependents who produce and distribute the supplies and services that 
farm families need and want to be able to buy; and 

(4) indirectly, have an important bearing on whether the Nation will continue 
to prosper or move into a depression. 


PROGRAMS DEVELOPED IN RESPONSE TO NEED AND DEMAND 


The history of the programs of the United States Department of Agriculture 
is an admirable example of the response of democratic government to the ex- 
pressed needs and aspirations of an intelligent and energetic citizenry. The 
people of the United States are an impatient and ambitious people, jealous of 
their democratic rights and freedoms, ever striving for greater abundance, better 
quality, and higher efficiency in the production of the goods and services that 
make life more bearable and more comfortable. 

These virile democratic ideals of American life, grounded in the traditions and 
culture that have always characterized the system of family-owned and family- 
operated farms, is mirrored in the legislation adopted by the Congress and as- 
signed for administration to the Department of Agriculture. These statutes were 
adopted by the democratic process by which the differing points of view of many 
millions of people are brought into agreement on what needs to be done. 

The work your committee does each year adapting old policies and programs 
to meet changed conditions and newly observed needs is of great significance. 
This year, your work is of even greater significance and difficulty owing to the 
coincidence of a number of exceptional circumstances. 

First, a great complex combination of monopolistic economic and political 
forces has, this session of Congress, continued the efforts they began several 
years ago to wreck the many fine food, fiber and farm programs that farmers 
have fought for and obtained during the last 30 years. 

This group of farm-program destructionists includes many of the big names 
in big business on Wall Street and LaSalle Street. Farmers Union is distressed 
and disappointed to observe that this group also includes several national farm 
leaders, The participants in this vast operation to wreck the farm program, 
and the various “front” groups they are using in their propaganda campaign, 
was described in an analytical article that was published in the National Union 
Farmer of about 2 years ago and included in the record of the hearings of the 
Senate Committee on Agricultural Appropriations. 

We realize that the activity of this group makes the work of your committee 
much more difficult than would otherwise be the case. But, we also know that 
you realize that it puts an even higher premium upon the calm deliberations and 
statesmanlike actions that have characterized your committee operation in past 
years. 

The great importance of your work is also heightened this year by the dawning 
realization that this Nation must make a deliberate and special effort to insure 
an increasingly abundant production of food and fiber to meet the increasing 
demands of a growing population and an expanding economy. The population of 
the United States is currently increasing by about 2% million persons per year. 
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By 1975, we shall probably have upwards of 220 million people within our bound- 
aries. Population increase alone will require one-third more products from our 
farms not counting the probable increased per person consumption that will come 
from an expanding national economy. It will be tragic indeed if we, as a Nation, 
do not act intelligently to insure our own future supply of food and fiber. 

We are convinced that a very important step in doing so is to maintain and 
improve the programs of the United States Department of Agriculture. All of 
these programs were adopted by the healthy give-and-take of the democratic 
policy making process and, as you know, have been changed and improved from 
time to time to meet changing conditions and new needs. As a matter of fact, 
the history of the Department of Agriculture is an impressive example of the 
response of responsible democratic Government to the needs and aspirations of 
an enlightened citizenry. 

Mr. Chairman, underlying much of the conflicting testimony your committee 
has heard and will hear this year is a basic and distinct difference of opinion 
about the nature and worth of the economie and political system we have in this 
country. In some of the statements you hear, you will be able to detect two 
major themes of despair. 

First, you will hear an expression of a basic distrust of the ability of the demo- 
cratie political process to make wise policy decisions on economic affairs. The 
farm-program wreckers will tell you that democratic Institutions such as the 
two-party system, the checks and balances of the legislative and executive 
branches of the Government, and the democratically elected farmer committee 
system cannot be trusted to come out with the right answers to such problems as 
soil conservation ; protection of farm family income through price supports, and 
crop insurance; farm credit and money and credit and banking policies. 

This same group of farm-program wreckers will, also, demonstrate a great 
lack of faith in the future of the American economy and its ability to produce 
in sufficient abundance to afford the expenditures required to insure a growing 
prosperity and our own future food and fiber needs. 

We disagree violently with both of these dismal points of view. 

First, we are convinced that the kind of government and democratic political 
processes that we have in this country that have developed by trial and error, 
beginning with the Declaration of Independence, the American Revolution, and 
the Constitution with the Bill of Rights, is the best form of government and 
political operation that man has ever developed in the long history of the world. 
Our democracy is not perfect, of course, but it is mighty good. Farmers Union 
trusts it, in the long pull, to come out with wise decisions on matters of economic 
as well as other phases of public policy. 

Second, we are convinced that the United States with an economy that has 
proved itself capable of continued expansion is well able to shoulder its total 
responsibilities to the people. 


FARM PRICE SUPPORTS IN A PROSPEROUS EXPANDING ECONOMY 


My interest in the stability and growth of the American economy as a whole 
has been of long duration. I actively participated in the development of the 
original full employment bill. This bill was based upon the proposition that the 
people of the United States, through their instrumentalities of government, 
should assume ultimate responsibility for maintaining full employment; and 
that if the level of economic activity stimulated by all types of private outlays 
with all available incentives were inadequate to maintain full employment, then 
the Government itself on behalf of the people should make up the difference 
through useful public outlays. I think that this is a sound economic philosophy, 
consistent with our traditions and our purposes, and that it will ultimately 
prevail. It is better to spend public funds to create wealth than to waste human 
lives through unemployment, farm foreclosures, and land erosion. 

The Employment Act of 1946 went much farther than merely to to impose a 
responsibility of the Federal Government, in cooperation with industry, agri- 
culture, labor, and State and local governments, to promote maximum employ- 
ment, production and purchasing power of all segments of the economy. It 
gave no evidence of being contented with anything short of these objectives. 
It emphasized maximum levels. The term means optimum utilization of our 
manpower, our resources, and our opportunities to create a constantly higher 
standard of living and a constantly more abundant life for all the American 
people. 
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I was gratified to note that this interpretation, which I presented to the Joint 
Committee on the Economic Report, earlier this year, was adopted by that 
committee in its own report. I was also gratified that the Joint Committee 
recommended by a 12 to 2 vote against adoption of the sliding scale price sup- 
port and the rollback parity formula. 

Careful examination of the President’s economic report makes it obvious that 
the general economic outlook for 1954, as appraised in the report, is not con- 
sistent with a full employment economy, and that the recommended policies are 
attuned to the proposition that this discouraging outlook is satisfactory, at 
least for the time being. 

On the employment and unemployment outlook for 1954, the report says prac- 
tically nothing, except what may be gathered inferentially from its discussion 
of other aspects of the economy. This is very strange indeed, uncer an Act 
which is called the Employment Act of 1946. 

With respect to business activity in the field of outlays for plant and equip- 
ment, the report quotes and seems to accept an estimate that these outlays in 
1954 will be about 5 percent less than the outlays in 1953. 

With respect to housing construction, the report estimates that it “may be 
expected to continue at a level close to that of 1953.” The discussion of this 
subject carries the clear implication that any variation is more likely to be on 
the downside than on the upside. 

With respect to consumer outlays, the report states that “during the next 4 
to 6 months, the disposable income of individuals, that is, personal income after 
taxes—may well approximate the rate of the last quarter of 1953.” While the 
report seems to hope that consumer outlays may increase without incomes in- 
creasing, through a reduction in savings, the net impact of the discussion is to 
convey the expectancy that consumer outlays may with good fortune not fall 
below the level of the last few months of 1953. 

With respect to Government expenditures for goods and services the report 
estimates that Federal outlays in 1954 will be moderately lower than in 1953, 
and that this may be counterbalanced in part by increases in State and local 
expenditures, 

With respect to agriculture, the report contains the unhappy thought that 
agriculture “will continue to be confronted in 1954 with problems.” It says 
that “if the domestic demand for foods and fibers continues at about its present 
high level”—of which the report seems not at all certain—‘the prospects are 
that farm operators’ realized net income will be close to its 1953 estimated level.” 

In summary, even after taking account of the stimulating effects expected to 
result from the policies proposed, there is not a single basic area of the economy 
in which the report firmly anticipates or takes vigorous steps toward a sub- 
stantial and immediate growth of outlays or a growth of economic activity 
above recent levels. 

The Economic Report seems to say we may not have a serious depression and 
that by maintaining the levels of activity of recent months we may in 1954 do 
almost as well as in 1953 (since 1953 as a whole was better than the most recent 
months of 1953). 

This economic outlook is not good enough for America. Notif every major part 
of the economy is just a little bit lower in 1954 than in 1953, or even just about 
the same. The loss to our economy when measured against our needs and 
potentials will be very great indeed. 

This is because we must measure our needs and objectives for 1954, not against 
our performance or potentials in 1953, but rather against our potentials in 1954. 
Every year, we have a larger population, and a rapidly progressing technology. 

Unless we keep up with this by registering actual gains in employment and 
production and purchasing power, we fall further and further behind. If output 
and purchasing power stand still, employment will drop as productivity contin- 
ues to increase, unemployment will rise and farm prices and income will fall. 
To be stable, we must grow. 

Let me now illustrate this by some specific statistics. In the second quarter 
of 1953, before the start of the general economic recession, we had in the American 
economy a condition approximating maximum production, employment and 
purchasing power, even though serious conditions already existed in agriculture 
and among low-income families. And we had this condition without any general 
inflation. 

Under these conditions, in the second quarter of 1953, our total national 
product at an annual rate was about $370 billion; personal consumption outlays 
at an annual rate were about $230 billion; gross private domestic investment at 
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an annual rate was about $59 billion; and Government purchases of goods and 
services—Federal, State and local—at an annual rate were about $83.5 billion. 
Employment at mid-year was about 63 million, or let us say about 62 million 
when adjusted for seasonal variation, and unemployment as officially estimated 
was only about 14 million. 

Now, measured against this, what do we need for maximum employment, 
production, and purchasing power in 1954, allowing for a growing population, 
a growing labor force if enough job opportunities exist, and a rapidly advancing 
technology and productivity? 

I am personally convinced that we need to chart a course that will each year 
raise the gross national products as measured in dollars by at least 8 percent 
and in physical volume between 5 and 8 percent per year. 

Taking the minimum figure and assuming no further inflation of industrial 
prices, we need in 1954 to obtain a maximum employment, production and 
purchasing power economy—a total annual product of not less than $385 billion, 
personal consumption outlays of not less than $240 to $243 billion, and gross 
private domestic investment of not less than 60 to 63 billion. 

This assumes that Government purchases of goods and services—Federal, 
State and local—will be in the neighborhood of 82 billion, which follows from the 
declared intention of the administration to decrease Federal outlays in an 
amount which the Economic Report expects can be compensated for only in part 
by an increase in State and local outlays. All these figures are stated at the 
current general price level, to reflect real growth. 

This means that for a full economy in 1954, the total national product must 
be not less than $15 billion higher than the annual rate in the second quarter 
of 1953, and not less than $20 billion higher than the annual rate in the fourth 
quarter of 1953. It means that personal consumption outlays must be about 
$10 to $13 billion higher than the annual rate in the second quarter of 1953, and 
that gross private domestic investment must be from $1 to $4 billion higher than 
the annual rate in the second quarter of 1953. If this is accomplished, we can 
and should have 63 million civilian jobs in 1954, contrasted with a seasonally 
adjusted full employment level of about 62 million in the middle of 1953. In 
February 1954 we had only about 60 million civilian employed. 

With this steady growth rate—which is what maximum employment and 
production require—our total national output should rise from the annual rate 
of $370 billion in the middle of 1953 to an annual rate of about $500 billion by 
the end of 1960. Over the same span of time, expressed in annual rates, personal 
consumption outlays should rise from $230 billion to about $330 billion, and gross 
private domestic investment from $59 billion to around $80 to $85 billion. 

In a $500 billion economy, this would leave room for Government purchases 
of goods and services—Federal, State and local—at an annual rate of about 
$85 to $90 billion, contrasted with $83.5 billion at an annual rate in the second 
quarter of 1953. This amount of public outlays by 1960, which should be 
sufficient to meet our economic and human needs if defense spending can by 
then be safely reduced much further, would be only about 17 to 18 percent of 
our total national product in 1960, contrasted with Government purchases of 
goods and services at all levels coming to more than 22 percent of our total 
national product in the second quarter of 1953. In such an expanding employ- 
ment economy, the Federal budget could be balanced with a 20 percent reduction 
in tax rates. 

With these gains in the overall between now and the end of 1960, we can 
achieve the following: 

We can have 70 million civilian jobs. 

We can bring up to a $4,000 a year standard of living the 25 percent of all 
American families who in 1950 had incomes of less than $2,000, the additional 
15 percent who had less than $3,000, and the additional 15 percent who had 
less than $4,000. This would absorb less than half of the total increase in 
personal consumption and personal incomes between now and the end of 1960, 
thus leaving plenty of room for higher income families to make further gains. 

We can achieve a gain of about 40 percent in the overall standard of living. 

We can raise the average weekly earning of production workers in manu- 
facturing from a little more than $71 a week in 1953 to about $100 a week, 
which would raise average annual earnings from about $3,500 to about $5,000. 

We can increase farm production by 20 to 25 percent above current levels, and 
in a $500 billion economy find plenty of markets for the absorption of this product. 
We can by 1960 have an annual farm income of $40 billion or better, contrasted 
with about $31 billion in 1953. 
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A lifting of business opportunity by 1960 to a total annual investment rate 
of $80 to $85 billion should provide annual corporate profit opportunities before 
taxes of about $55 billion even at more reasonable rates of profits than in recent 
years, contrasted with the level of about $44 billion in 1953. With lower tax 
rates, the increase in profits after taxes would be still greater. 

We ean afford to provide, and by 1960 should provide, average retirement 
annuities under the social-security system of at least $200 a month. 

And we can by 1960, provide a truly American standard of education and 
health for every American family. 

But we shall not reach these fair goals in the years ahead unless we move 
toward them year by year. We shall certainly not reach them if we remain 
complacent in face of an economic decline which, comparing the annual rate 
in the second quarter of 1953 with the annual rate in the fourth quarter of 1953, 
has already brought a drop of $7.9 billion in our total national product, and 
much more serious drops in important parts of the economy. 

I am not satisfied that American agriculture and farm families stay where 
they are now, either as to production or incomes. They should advance along 
with the rest of the economy. 

Allow me to quote some passages from the economic report. They are im- 
portant because they reveal the economic philosophy behind the sliding-scale 
recommendations. 

“Trends in real farm income have been distinctly unfavorable since 1947, 
despite a generally prosperous national economy. During 1947-53, operators’ 
real net farm income per farm fell almost one-third and their real net farm 
income per farm-family worker fell one-fifth. However, 1947 marked an all-time 
peak in realized net farm incomes, and agriculture bas been in a relatively good 
financial position to make postwar readjustments, Its financial liquidity remains 
high, notwithstanding the decline in farm incomes. The real value of total 
agricultural assets and of farm proprietors’ equities, per farm or per farm- 
family worker, is substantially above 1947 levels.” 

Now, I submit, what kind of second-class citizen is the American farmer, that 
he should be told by his Government to look backward to 1947 in measuring the 
state of his affairs, when all other sectors of the economy have advanced enor- 
mously since 1947 in their incomes, their standards of living, and their retained 
assets? 

There are many other instances where the report treats the farmer differently 
from everybody else. For example, on page 44, the report says that net farm 
income in 1953 was 7.4 percent below 1952; that retail sales of farm equipment 
and machinery in 1953 were 17 percent below 1952; and that gross investment in 
farm buildings, motor vehicles, and other machinery and equipment declined 11 
percent in 1953 compared with 1952. These figures it seems to me, show not 
only what is happening to the farmer, but also the relationship between his 
economic condition and that of industrial producers and distributors in the long 
run. The Economic Report attempts to solace us with the thought and I quote, 
“But even in 1953 gross farm investment was larger than the normal wear and 
tear on the existing farm plant and equipment.” Why is the report satisfied 
with the finding that the farmer is just about keeping even with respect to plant 
and equipment, while it proposes unnecessary tax concession to accelerate the 
development of new plant and equipment by industry, although industry during 
the past few years has been adding to its stock of new plant and equipment at 
the highest rates ever in peacetime? The answer to this question is plain, and 
it reveals the whole economic philosophy which underlies the attitude of the 
Economie Report and the advocates of sliding-scale price supports toward the 
farm problem. 

The whole tenor of the Economic Report and the assumption behind the 
sliding-scale recommendation is that the overall level of farm production is 
adequate or too high, and that farm policy should be readjusted to prevent a 
further growth in farm output or to encourage an actual reduction, in order to 
get rid of the problem of farm surpluses. This is a completely wrong appraisal 
of the farm problem, as many members of your committee have repeatedly stated 
in these hearings and elsewhere. 

Maybe we have enough farm output, when measured against the current size 
and condition and behavior of the economy; and of course, farm surpluses will 
get bigger and bigger if the economy is allowed to move further down hill. But 
we do not have enough farm output to meet the needs and desires of American 
families or of American industries if our economy continues to grow as it 


should. 
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If.in the few years ahead we remove poverty from the United States as we 
have the productive power to do, if we provide a truly American standard of 
diet for all American families, and if we grow year by year to a $500 billion 
economy by 1960, we shall by then as I have already indicated, need at least 
a 20 to 25 percent increase in farm output. 

The Beonomic Report and the sliding-scale advocates completely overlook 
the desirability of putting American food and fiber to work for the interest of 
free-world economic development and otherwise to bolster the foreign policy of 
the Nation. 

Our magnificent farm productive capacity provides a real source of strength 
in halting and rolling back Russian totalitarian imperialism. We should use 
it intelligently. In my opinion, at least $1 billion a year of farm commodities 
should be used for this purpose over and above our usual farm exports. 

The stated objective of sliding-scale price supports to “encourage needed and 
effective adjustments of production to current demand and carryover,” is an 
abysmally short-sighted and wrong-direction approach to the whole problem of 
agriculture in a healthy and expanding American economy. 

It is hard indeed to see how to reconcile this approach with the facts showing 
how seriously the demand for city products has already been affected by the 
reduced purchasing power of farm families. 

The substitution of flexible 75 to 90 percent supports for what the Secretary 
of Agriculture calls high and rigid price supports would not lead to sound 
adjustments in production, but only to further downward adjustments in farm 
income. There is very little in the history of American agriculture to justify 
the idea that lower farm prices and lower farm incomes bring corresponding 
restraints in farm production. 

Nor is there any support in experience for the idea that lower farm prices 
would maintain or enlarge farm incomes by increasing the consumption of 
farm products. How could this happen, when the statistics in the Economic 
Report itself show that a reduction in farm prices and incomes of tremendous 
magnitude since late 1951 has been accompanied by very little decrease in total 
farm production and relatively very little change in consumer food prices? 

So long as we have an administered or semimonopolistic price structure out- 
side of agriculture, a depressed level of farm incomes and prices will not result 
in much reduction of consumer prices, unless and until the depression of agri 
culture helps to produce a general depression throughout the economy. In that 
event, every body would be worse off, and nobody would be better off. 

The truth of the matter is that the arguments advanced before your com- 
mittee by sliding-scale advocates embrace the sales propaganda, circulated now 
for many years, to the effect that the farmers of America have been receiving 
too large a share of the national income. Even when farm prices and incomes 
were at their peak, the average American farm family never achieved anything 
even approaching true parity of income with other segments of the population. 

Farm standards of living have risen over the years, but the rise has not nearly 
eaught up with other standards of living. And what was a misguided approach 
to the farm price and income problem even when farm prices and incomes were 
at their peak, becomes a ridiculous approach in view of what has happened to 
farm prices and incomes in the most recent years, and in view of the clear 
demonstration that the evils which have befallen the American farmer are 
gradually but surely inflicting increasing hardships and dangers upon the rest 
of the economy. 

I turn now to a consideration of Secretary Benson’s statements before your 
committee, and specifically to those portions in which he attempted to justify 
President Eisenhower’s farm-program recommendations. 

Frankly, I have been able to find but little difference between President Eisen- 
hower’s price-support recommendations and those with which your committee 
has become familiar in several years past as presented by the head of a contem- 
porary farm organization. I have noticed, also, that the gentleman to whom I 
refer has announced that he has launched his organization into a nationwide 
series of PX meetings to try to sell the sliding scale to the farmers of the nation. 
I had always thought until now that a PX is where soldiers can buy candy bars, 
but I understand that in Mr. Kline’s strange vocabulary, PX means policy exe- 
cution. Maybe these meetings of theirs to try to sell the sliding scale are ap- 
propriately named. 

I read that Secretary Benson states that the present farm-support program has 
four shortcomings. His reasoning is fallacious and his conclusions are incorrect. 


88490—54—pt. 1926 
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In the first place, the present system of farm-price supports is neither high 
nor rigid, as the Secretary contends. He has adopted the scare words manu- 
factured for him by the publicists of the only major farm organization which 
supports the sliding scale. 

Far from being rigid, the parity index, as Mr. Oris V. Wells of Agricultural 
Marketing Service and formerly Chief of Bureau of Agricultural Economics, 
has properly explained to your committee on many occasions, is considerably 
more flexible than the index of prices that farmers must pay for the goods and 
services they buy from nonfarmers. The parity index as now calculated goes 
up and down with all the prices that farmers pay including wages of hired farm 
labor and the prices of feed, livestock, and seed that farmers buy from each 
other. As a result the parity index fluctuates up and down even more than it 
would if the items I have named were omitted from the formula. Even with 
these items omitted, the resulting parity index would go up and down with the 
prices of goods and services purchased by farmers from the rest of the economy. 
Both Mr. Kline and the Secretary are speaking incorrectly when they contend 
that parity, and price supports based on parity, are rigid. 

Moreover, present price-support levels are not high. Even if supports were 
set at 100 percent of parity as I urge, they would not be high. 

In 1949, farm prices averaged 99 percent of parity; farm income per person 
was 52 percent of the per person nonfarm income. In 1950, farm prices averaged 
100 percent of parity, farm people earned only 52 percent as much per person as 
did nonfarm people. Again in 1952 farm prices averaged 100 percent of parity, 
yet farm income was only 49 percent as much per person as nonfarm people. 

At 100 percent of parity price as now calculated farm people can earn an 
income of only half as much as nonfarm people. Prices received by farmers 
would have to be at least 150 percent of parity in order for farm people to have 
personal income proportional to nonfarm people. 

The obvious point is that Mr. Kline and Secretary Benson are wrong in calling 
present supports high. Present supports are neither high nor rigid. These are 
huckster words, deliverately chosen to confuse and intimidate. I am happy to 
note that the members of your committee chose to be neither confused nor 
intimidated by these scare words. 

Both Mr. Kline and Mr. Benson, are, also, incorrect when they say that an 
adequate and properly administered price-support program “freezes” agriculture 
“in economic patterns.” They may be talking about the deliberate distortions, 
as Mr. Talbott will explain in his statement, that are the result of discretionary 
actions taken by the Secretary himself. Such distortions were not intended by 
the Congress and they are not characteristics of a well-administered price- 
support program under the existing law. 

Both Secretary Benson and Mr, Kline are again incorrect when they assert 
that consumers cannot get the benefit of abundant production. The record of 
your hearing is replete with evidence refuting this contention, all data put into 
the record by the Secretary himself and other Department witnesses. 

Mr. Benson introduced a chart purporting to show differences in price move- 
ments between price-supported commodities and those not-supported. Even 
this chart was misleading because the historical prices of many supported com- 
modities were averaged in the line labeled “‘not-supported.” 

Basically, however, what this chart shows is that the safety reserves of stor- 
able commodities built up in years when the price-support program was effective 
have been used to hold down prices of those products in years of scarcity, when 
in the absence of these reserves, prices to consumers would have skyrocketed. 

Price supports of the last 22 years are one of the reasons why nonfarmers can 
buy as much food now with a much smaller part of their income than they 
could in 1929, which was supposed to have been a year of great prosperity. 

Mr. Kline and Secretary Benson are wrong again when they contend that the 
price-support programs caused foreign buyers to reduce their purchases of ex- 
port commodities. What kept those commodities from being sold in the world 
market was the deliberate policy division of someone in the executive branch. 
I don’t know whether Mr. Benson is responsible or not. The Agricultural Act 
of 1949 gives the Secretary of Agriculture the authority to sell CCC stocks in 
the world market at competitive prices. This authority has not been used. 
The great decline in farm exports occurred between the marketing year ended 
in 1952 and that ending in 1953. And farm exports in 1954 are running little, 
if any, larger than last year, although we have heard a very great deal about 
special sales convoys, and an international advertising and promotional campaign. 
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Mr. Benson derived his alleged fourth shortcoming from his assertion of the 
first three. If they are false, the fourth is also false. He has said “huge sur- 
pluses pile up.” The facts are, there are no “huge surpluses,” except in Mr. 
Benson’s mind, and those created by his own official actions as Secretary of 
Agriculture. 

I shall not add anything to the statement Mr. Talbott will make concerning 
the four “scare questions” the Secretary usually raises. His questions seem 
deliberately designed to turn taxpayers and consumers against the price-support 
program. 

Since, as almost everyone knows, changing from 90-percent supports to 75-per- 
cent sliding-seale supports will not either increase consumption nor decrease 
production, one can but wonder what the Secretary is driving at. It may be 
that his ultimate goal is revealed in his statement to your committee in re- 
sponse to a question. 

The Secretary prefers 90 to 75 sliding-scale supports to firm 90-percent sup- 
ports. Then he says significantly: “The program recommended by the President 
is designed primarily to correct some of the obvious deficiencies in our present 
system and to point it in the right direction.” I need not remind the members 
of this committee, nor any farmers that a program pointed from 90 to 75 is 
pointed in a direction known generally as down. If 90 to 75 is the right “di- 
rection,” some place below that must be his goal. 

I do agree with Mr. Benson when he says “at this point the direction we take 
is far more important than the vehicle.” I do not agree, however, that down 
is the right direction in which to point farm prices and incomes. 

I have so far, been unable to understand how 75 percent of parity supports 
will insure farmers a “higher average income than the present system” of price 
supports. That one is just beyond me. Unless, of course, the Secretary is tak- 
ing the long view suggested at one time by Under Secretary Morse, to turn out 
certain farm families and return their farms to trees and grass. This would 
ultimately, if enough farmers were bankrupted and enough farms eliminated, 
bring about scarce food and, of course, make consumers pay through the nose. 

The National Convention of Farmers Union in its 52d year was held 2 weeks 
ago in Denver. We particularly appreciate the telegrams of greetings and en- 
couragement that we received from members of your committee. 

You will be interested, I believe, in the beliefs, convictions and opinions ex- 
pressed by the delegates to the convention in the 1954-55 program they adopted 
just 2 weeks ago. 

I shall summarize briefly the sections of the program on some of the more gen- 
eral concepts. These general concepts form the framework within which our 
specific recommendations were developed. 

The program statement begins with a statement of aims and purposes: “We 
reaffirm our convictions of the truth and rightness of the ideals expressed in the 
Declaration of Independence and in the Constitution of the United States and 
its Bill of Rights. We are, therefore, opposed to the principles and practices of 
totalitarian dictatorship and shall continue to oppose the efforts of all those who 
seek to impose on the people of this Nation any type of economic or political 
dictatorship, whether in Communist, Fascist, or any other form.” 

Listing inherent human rights, the delegates asserted the right of each person 
to “an equal opportunity to choose his own calling, to work for his own living, to 
spend, save, invest, and own property, and to make his working and saving efforts 
and his property count for the benefit of himself and his family toward attain- 
ment of their aspirations to the extent of his ability to do so without encroaching 
upon the equal opportunity of others * * * 

“We are convinced that the inherent rights of man can be attained and pro- 
tected only in a self-determining, self-restrained democracy. We recognize the 
need for government, the one ccoperative endeavor embracing us all, to protect 
the rights of expression, to ensure equality of opportunity and to perform such 
services as can more efficiently be performed by the people as a whole, rather 
than as individuals, private groups or cooperative business activities * * * 

“We assert our conviction that our aims and aspirations can only be attained 
in an expanding full employment economy * * * We are convinced that farm 
families on family farms are a balancing force in the social and political struc- 
ture that is vital to the stability, preservation and improvement of representative 
democratic government, of an efficient and productive economic system, and of 
a satisfying world society.” 

These are excerpts from the “Aims and Principles” adopted by the delegates. 
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Coming now to the specific subject matter of your hearings, I should like to 
read in full several sections of the 1954-55 National Farmers Union program. 
It is not long. 


“A. PRESERVATION AND STRENGTHENING OF FAMILY FARMING 


“To preserve successful family farming, the income realized from the sale of 
products must be large enough to provide for farm family living on a parity with 
that of other segments of society, cover cash operating costs, replace used-up 
machinery and equipment, repay operating loans with interest, return the capital 
investment (or pay rent or pay off the real estate mortgage with interest), pay 
taxes and conserve and improve the soil and water resources of the farm. 

“We are convinced that all Federal, State, and county public programs should 
be designed to encourage adequate family farming and to discourage industrial- 
type agricultural production. The essence of the family farm concept in our 
opinion, is that the farm family owns or controls the land with secure tenancy, 
owns the farm equipment, conducts the necessary financial transactions, and 
supplies the bulk of the labor required for production. 

“1. 100-percent parity price support for family farm production: We are con- 
vineed that in the broad national interest the Federal Government should adopt 
policies and programs that will prevent farm income from falling below a level 
equivalent to 100 percent of the parity price support on family farm production 
of all farm products. 

“2. We urge enactment of matter 100 percent of parity price supports on 
family farm production of all farm products. 

“3. We favor computation of parity prices that (a) are fair to consumers 
(b) give farm-produced commodities a constant purchasing power, (c) provide 
farm families an opportunity, through increasing productivity, to move toward 
full parity farm family income. 

“4. We urge authorization of all effective methods of farm price support in- 
cluding, but not restricted to, price support loans, purchases, purchase agree- 
ments, and parity production payments to producers, and endorse the resolutions 
adopted by the National Dairy Producers Conference at Madison, Wis., on Janu- 
ary 22 and 23, 1954, and those adopted by the National Cattlemen’s Caravan of 
1953. 

“5. We favor adoption of the principle of graduated production payments simi- 
lar to that used in the Sugar Act program, with provision to eliminate price sup- 
port protection for a single industrial agricultural unit in an amount larger than 
the production of a family farm. 

“6. The price-support law should provide that eligibility for protection shall be 
conditioned upon willingness to cooperate where necessary, in programs required 
to keep supplies in balance with genuine consumer and export demands and 
prevent wastage of soil and water resources. 

“7. Oppose sliding scale: We are definitely opposed to any type of variable, 
flexible or sliding scale, price supports that bring lower support levels in response 
to more abundant farm production regardless of whether the bottom of the scale 
is 60 percent of parity, 75 percent of parity, or some other level. 

“8. Oppose multiple and two-price systems of price support: We are definitely 
and unalterably opposed to any proposed two-price or multiple-price system by 
whatever named advances, for wheat, cotton, rice, peanuts, tobacco, or any other 
commodity that will return to farmers a blended average support price at any 
level lower than 100 percent of parity for the entire family farm production of 
the commodity. 

“9. Oppose cost of production schemes: We shall oppose all price-support pro- 
posals that while purporting to provide cost of production to farmers would in 
reality return to the farmer only the farm out-of-pocket cash operating expenses 
at levels as low as 40 to 50 percent of parity and involve the farmer in a permit 
and licensing system. 

“10. Making use of agricultural abundance: We urge the adoption of a program 
to make maximum conservational use of the productive capacity: of our farms. 

“Methods of distribution by private trade and farm programs of Government 
must be developed to accomplish both a high nutritional domestic consumption 
and promote attainment of permanent world peace through greater international 
exchange of farm commodities in ways that will develop both the economic health 
of have-not nations and the individual health of those peoples of the world now 
ill fed and clothed. 
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“11. Evernormal storehouse: We advocate the building and maintenance of 
safety reserves, equal to at least 1 full year’s domestic and export needs of farm 
commodities and their products, and an adequate dispersed storage reserve of 
fertilizer, insecticides, machinery, and other supplies needed by family farms. 
This safety reserve of food and fiber should be handled in such a way as not 
to have a price-depressing effect upon the market. CCC should be fully reim- 
bursed for stocks transferred to the safety reserve. The national safety reserve 
should be established under the Stockpiling Act separate from Commodity Credit 
Corporation stocks. 

“12. REA-type storage program: We urge the establishment of a nationwide 
cooperative storage and processing loan program modeled along the lines of 
the Rural Electrification loans. We recommended 100-percent facility loans to 
farmer cooperatives at an interest rate equal to the cost of funds to the Federal 
Government for storage and processing facilities at proper and suitable locations 
with full attention to the needs of civil defense. We recommend that Commodity 
Credit Corporation and the national stockpile fund guarantee the use of not less 
than 75 percent of the space for a period long enough to liquidate the loan. 

“13. Increasing United States consumption: We favor enactment of all prae- 
tical means to narrow the gap between consumers’ dollar demand and their real 
needs for farm products. 

“14. School-lunch program should be expanded until it is available to every 
school that wants the program. 

“15. A food allotment or food stamp program should be enacted that will allow 
low-income people to buy enough food to provide an adequate standard of diet 
for health. 

“16. Direct distribution to private and public welfare institutions should 
be expanded. 

“17. Special food programs such as penny milk for children, milk solids in 
bread, special distribution of dry milk solids not fat for expectant and nursing 
mothers, and similar programs should be developed and put into operation. 

“18. A special food program so that none of our elder citizens shall suffer 
from the inability to purchase enough of the right kinds of food for adequate 
nutrition should be enacted. 

“19. Sanitary fluid milk vending machines should be placed in every public 
school. 

“90. Reduction of marketing margins: We urge enactment of a joint resolution 
of Congress to establish a Commission to inaugurate a complete investigation, 
with power to subpena the accounts of middlemen, of the widening spreads be- 
tween the price consumers pay and those that farmers receive and then enact 
necessary legislation to reduce marketing margins. 

“91. International food and raw materials reserve: We urge establishment 
of such an international agency to perform the following functions : 

“(a) Prevent extreme price fluctuations in the international markets for food 
and other raw materials and encourage expanding production in order to meet 
the world’s increasing foodstuff and other raw material needs, both in terms of 
raising existing per-person consumption and of future increased population ; 

“(b) Maintain gainful employment not only in agricultural production, but 
also in those industries supplying agriculture and engaged in the processing and 
distribution of agricultural products and other raw materials; 

“(c) Absorb temporary market surpluses of food and other raw materials; 

“(d) Prevent famine and starvation; and 

“(e) Provide for a self-financing operation through the orderly international 
exchange of raw materials, and through the development of an international 
program of loans for raw material development, and for corollary economic 
development. 

“22. International commodity agreements: The international raw materials 
reserve should be buttressed and coupled with additional international com- 
modity agreements similar to the International Wheat Agreement. 

“We urge the extension of the International Wheat Agreement, when it ex- 
pires, on a basis adapted to current conditions and related to an international 
farm parity index. 

“23. Expanded use of abundant United States farm production for promotion 
of peace: We urge immediate steps by the United States to make fullest possible 
use of abundant United States farm production to further the aims of United 
States foreign policy through establishment in Foreign Operations Administra- 
tion of a farm trading post to be used as the operating arm of the United States 
Government to promote 
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(a) The sale, barter or loan of United States farm commodities for dollars, 
local currencies, or other commodities at the world price or below as a donation 
to friendly foreign nations and to friendly peoples to promote economic develop- 
ment, to relieve famine and other emergencies and to relieve starvation and 
nakedness. 

(b) Foreign sale of exports at the world price through regular channels of 
trade, if possible, and preferably in connection with international commodity 
agreements. The difference between world price and the domestic support price 
would be made up by the United States Treasury, preferably by means of parity 
payments to producers, or if that is not done, through export subsidies. 

(c)Use donations of United States food to promote development of vocational 
training schools and other activities that will increase productive ability of the 
country involved. 

(d) Use, to the fullest extent possible, the voluntary foreign relief organiza- 
tions so that United States food will actually reach those who need it, rather 
than those who could purchase it normally. 

“24. ‘Supplementary’ or ‘competing’ imports of farm products: Respecting im- 
ports of farm commodities that compete with domestic farm production, we 
favor adoption of policies that will give United States consumers an adequate 
supply at a fair price, preferably in connection with negotiated international 
commodity agreements, with provision for protecting 100 percent parity returns 
to family farmers. If this can be done no better way, we shall support an auto- 
matic flexible tariff that will eliminate imports at prices less than 100 percent 
of parity. 

“25. Cost to be charged to foreign policy: We are convinced that when Ameri- 
can food and fiber are used to promote the aims of national policy, consumption 
expansion, civilian defense, national security and United States foreign policy, 
the costs of such programs should be charged to those appropriations and not to 
farmers and farm programs.” 

Mr. Chairman, the different complex and interrelated parts of the national 
food, fiber and farm policy cannot be intelligently and responsibly considered 
separately. They must be considered together in their relationship to each 
other. I urge your committee to draft and approve and support before the Con- 
gress, a comprehensive bill—an Agricultural Act of 1954, if you please, making 
the necessary amendments to existing legislation to provide a total program along 
the lines of the recommendations contained in the sections of the 1954-55 Na- 
tional Farmers Union program which I have just read into. 

As you know, the economics professions, and particularly many land grant col- 
lege farm economists, have been very critical of Congressional action to main- 
tain the support programs. It comes as a breath of fresh air when an outstand- 
ing farm economist writes a brilliant analysis of the economic and moral fallacies 
of the prevailing preconceptions of the elder farm economists. This article by 
J. K. Galbraith of Harvard University is an outstanding example of scholarship, 
printed in the American Economic Review for March 1954. I wish to incor- 
porate the whole of the article in my statement so that it will be be more widely 
read than might otherwise be the case. 


[From American Economic Review, March 1954] 
EcoONOMIC PRECONCEPTIONS AND THE FARM Poricy 
By J. K. Galbraith * 


On farm policy, in recent times, there has been a remarkable divergence be- 
tween the weight of scholarly recommendation and the course of practical action. 
In the years since World War II, it seems clear, the policy of providing firm 
price guaranties for farm products has gained markedly in political favors.’ 


2 The author is professor of economics at Harvard ea: 

? Under legislation expiring in 1954, support of prices at 90 percent of parity is manda- 
tory for six so-called basic commodities—corn, cotton, wheat, tobacco, rice, and peanuts. 
Support is also mandatory but within a price range below 90 percent of parity for a few 
more products, of which the most important are dairy products and wool and mohair. 
Other farm products may be supported at the discretion of the Secretary of Agriculture, 
and under this authority, which of late has been used rather s ringly, a limited number 
of other products (principally feeds and vegetable oil products) have n receiving forma! 
support. 
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As recently as 5 years ago it was widely assumed that this policy would be dis- 
continued as soon as the psychological transition to peacetime conditions had 
been completed and the opposition of some intransigent friends of the so-called 
“high and rigid” supports had been overcome. The policy can no longer be viewed 
as temporary. It has won the advocacy of a body of legislators of both parties 
who are formidable both in numbers and power. They clearly have on their 
side an important sector of farm opinion despite the formal opposition, so far, 
of 2 of the 3 national farm organizations.’ During the presidential campaign 
of 1952 both candidates committed themselves, for the immediate future, to 
price supports at present levels and to the extension of protection to products 
not now covered. The popularity of price supports has clearly impressed a Secre- 
tary of Agriculture who has not concealed his personal distaste for the policy and 
his hope that it might be abandoned.* 

In sharp contrast with the growing popularity of the policy has been the 
position of the economists who have spoken on this subject. Criticism of the 
policy would hardly be remarkable. V/hat is remarkable is the unanimity with 
which this policy has been condemned by the professional students who have 
spoken on the subject. There have been almost literally no expressed partisans 
of the fixed guaranties. In the current climate of professional attitudes ap- 
proval of the present farm policy, one senses, would be not alone exceptional but 
eccentric. 

It follows that the literature in opposition to the present policy is nearly 
coextensive with the writing on agricultural policy. Thus toward the end 
of the war a committee designated by the Association of Land Grant Colleges 
and Universities urged the liquidation of wartime price guaranties, the pre- 
cursors of the present support prices. Such fixed price guaranties were almost 
uniformly criticized and rejected by the prize-winning essays in the contest on 
postwar farm price policy conducted by the American Farm Economic 
Association.® 

More recently, in a strongly argued brief, the present policy has been un- 
equivocally condemned by a committee of 13 distinguished agricultural econ- 
omists which included the present and 7 past presidents of the American Farm 
Economic Association." The economists find the present policy inconsistent 
with general economic welfare, specifically damaging to low-income consumers 
and, among other faults to be mentioned presently, a threat to the freedom of 
decisions of farmers. They urge its total abandonment and the reestablishment 
of “flexible prices based on open market demand and on free competition, not 
price controls.” * 


I. THE CASE AGAINST THE POLICY 


The economists who have spoken on the subject have not only been nearly 
unanimous in their objection to the present farm policy, but they have also been 
comprehensive in their criticism. The policy is credited with few or no good 
effects. To it is attributed a variety of unfavorable consequences all of them 
extremely serious. 


?The American Farm Bureau Federation and the National Grange have, so far, opposed 
the inflexible support prices at 90 percent of parity. Only the smaller and more regional 
Farmers Union supports the policy. However, it has been evident for some time that 
the Farm Bureau, especially in the South, does not have the full concurrence of its State 
units on this issue, and presidents of State federations have appeared before congressional 
committees in opposition to the position taken by the national organization. 

*In his first press conference, in what may not have been the happiest choice of words, 
Secretary Benson expressed the belief that price supports should be used only to protect 
the farmer from “undue disaster.” Amplifying this later at St. Paul, he said, “Price sup- 

rts should provide insurance against disaster and help stabilize national food supplies. 

ut price supports which encourage uneconomic production and result in continuing heavy 
surpluses and subsidies should be avoided.” 

*Committee on Postwar Agricultural Policy, Postwar Agricultural Policy (October, 


1944). 

* Published in the Journal of Farm Economics, November 1945, XXVII, 743-902. 

7Turning the Searchlight on Farm Policy, hereafter cited as “Searchlight” (the Farm 
Foundation, Chicago, 1952). The authors were O. B. Jesness, University of Minnesota ; 
George H. Aull, Clemson Agricultural College; M. R. Benedict, University of California ; 
B. L. Butz, Purdue University ; T. K. Cowden, Michigan State College; F. F,. Hill, Cornell 
University ; Asher Hobson, University of Wisconsin ; L. J. Norton, puivesstty of Illinois; 
T. W. Schultz, Vasversany of Citeage ; aearp B. Arthur, of Swift & Co.; Frank L. Parsons, 
of the Federal Reserve nk of Minneapolis; Edwin G. Nourse; and Frank J. Welch, of 
the University of Kentucky. 

®Ibid., p. 80. This last comment provoked a dissent from Dean Welch in such terms 
as would indicate substantial reservations in his case on other conclusions. 





3290 LONG RANGE FARM PROGRAM 


The most common and probably the most telling criticism of the policy is that 
of its assumed effect on resource allocation and therefore on the efficiency with 
which economic resources are employed.® There are two parts to this indict- 
ment: first, the support prices interfere with price movements and therewith, 
it is held, in a damaging way with optimal resource allocation within the agri- 
cultural industry; and, second, they are condemned for interfering with the 
movement of resources between agriculture and nonagricultural enterprise and, 
in particular, for holding unneeded labor in farming. The effect on resource 
allocation within agriculture is regarded with particular alarm, an emphasis 
that may be attributed, at least in part, to the persuasive work of Prof. Theodore 
W. Schultz. He has shown that price influences may not be dominant in.the 
distribution of labor and capital between agricultural and nonagricultural enter- 
prise * and that “the movement of workers in and out of agriculture has been 
inconsistent with our economic rationale as to what people do (in the short run) 
in adjusting to changes in relative prices of products.”* But he has compen- 
sated for this seeming slight to the price system with a powerful exposition of 
the role of relative prices in adjusting resource use within agriculture. “In- 
come-stabilizing programs are too heavy a burden for the pricing system to bear 
if it is to function efficiently in guiding agricultural production.”” However, 
alarm over the effect of support prices on resource movement in and out of 

agriculture has by no means disappeared. The committee of economists above 

cited (rather curiously with Schultz’s concurrence) states that the subsidy, 
inherent in the use of support prices, inhibits the movement of resources and 
the equalization of factor returns between agricultural and nonagricultural 
enterprise * and that “a support program above real market prices tends to tie 
down resources that should be moving out to nonagricultural uses: * * *.’’** 
The consequences are clearly deemed to be grave. 

Next to its effect on allocative efficiency, the most sharply articulated criticism 
of the present farm policy concerns its relation to foreign trade policy, For 
export crops, the support of prices above world levels must be offset by subsidies 
if the crop is to continue to move in international trade. Furthermore, the 
effect of support operations may be to attract imports which means in turn that 
foreign producers are sharing in the subsidies by the Unied States Government 
to its domestic producers. Tariffs and quotas will almost inevitably be urged 
and quite likely be invoked to prevent what would otherwise be an international 
distribution of domestic largesse. The prima facie inconsistency of such export 
subsidies, tariffs and quantitative restrictions with the professed goals of Amer- 
ican foreign economic policy has been developed at length by Professor Johnson,” 
and has commanded the attention of other scholars.* Recent administraticns, 
it is held, have promoted a liberal trade policy with one hand and in the farm 
policy have laid the foundation for economic nationalism with the other. 

A third criticism of the policy is that the support prices contribute to a reduc- 
tion of consumer welfare by restriction on the aggregate of resource use. For 
example, the economists hitherto cited assert that “A high-price program involv- 
ing restriction of production hurts consumers, particularly in the lower-income 
groups, because they cannot satisfy their wants as adequately as they could if 
productive resources were used more fully.’“ Similar allegations have been 
frequent. ‘Thus, in addition to distorting the pattern of resource use, it is also 
charged that the policy results in an absolute withdrawal of resources from use. 

While damaging the public at large, the gains to farmers from this policy are 
held to be ransitory or illusory. Thus, while finding monopolization of resource 
use damaging to consumers, the above-cited economists also warn farmers that 
“* * * monopolistic restrictions on farm production are much less effective than 


® This criticism will be recognized as implicit in the commonplace assertion that support 
prices prevent or retard needed adjustment in agriculture or stop desirable production 
shifts. Compare the quotation from Secretary Benson above. 

- ied n ears in an Unstable Economy (New York, 1945). 

4] 

Se hultz, Feuluntiet and Welfare of Agriculture (New York, 1949), p. 80. This is a 
theme to which Professor Schultz returns throughout the volume. 

12 ied nes p. 34. 

14 Thid., 64. See also D. Gale Johnson, High Level Pens — and Corn Belt Agri- 
culture, Scenal of Farm Economics, August 1949, XXXI, 509- 

15D. Gale Johnson, Trade and Agriculture, a Study of camotene Policies (New York, 
1950). 

16 For example, Lawrence Witt, Our Agricultural and Trade Policies, Journal of Farm 
Economics, May 1950, XXXII, 159-179; Schultz, Production and Welfare of Agriculture, 
p. 216 ff. 

17 Searchlight, p. 65. 
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[they] have been led to suppose * * *” and that “This conclusion is based both 
on logic and the last three decades of agricultural experience.” “ 

The policy is also condemned as a cause of inflation and as a brake on recovery 
when deflationary forces are dormant. The above-cited economists conclude 
that it is dangerous on both of these grounds.” Support prices “are among the 
factors which tend to put agriculture ‘on the bandwagon’ of a general inflation- 
ary movement” and “free-market clearing prices are likely to do a better job 
of pulling the economy out of business depression.” Professor Brandt has been 
even more vigorous in his condemnation of the inflationary tendencies of the 
policy,” while with considerable, although perhaps declining frequency, ofher 
scholars have held that. in seeking to stabilize farm prices, we may succeed 
only in unstabilizing the economy at large. 

Finally, and beyond the range of economic values, the present policy is held 
to have the effect of destroying the freedom of choice, political independence, 
and moral character of the farmer. Thus the above-cited economists, in a 
passage italicized for emphasis, agree “that the evolution of national farm poli- 
cies has now brought agriculture into a position of undue reliance on public 
financial assistance, on efforts to restrict market supplies, and into undesirable 
political involvement.” Brandt has stated that “Our agricultural policy is now 
involved in the broad economic issue of western political democracy,” and that 
“When million of able [farm] entrepreneurs have regained the self-confidence 
to operate without the social harness of bureaucratic guidance and universal 
risk insurance, it is an event that may amount to a decisive victory in the free 
anticollective world.” It would seem to follow that political democracy both 
in the United States and abroad has been placed in jeopardy by the present farm 
policy. 

If the economists who speak with the greatest authority on this matter are 
to be taken at their word—and it would be improper to do otherwise or to 
suppose that they are engaged in the poor scientific method of seeking.emphasis 
through exaggeration—then our present farm policy profoundly threatens our 
national well-being. Inefficiency, economic isolation, monopolistic exploitation, 
inflation, depression, and the economic serfdom and political debasement of 
farmers are all abetted by the policy. The prospect, if all these tendencies are 
advanced, is disenchanting. Yet the policy which portends these afflictions is 
one on which Congress is launched and with increasing determination. If the 
economists are right, then we must brace ourselves for an unpleasant time for 
there is nothing in the present trend of affairs to suggest that their counsel will 
be heeded in time. The prospect is alarming unless, the seeming unanimity 
notwithstanding, there is a chance that the economists are wrong. 


II, THE SETTING OF THE CRITICISM 


It is the function and discipline of social scientists to concern themselves 
with consequences that lie beyond the eye of the politician. In the early thirties, 
with similar unanimity, the economists concerned with trade policy attacked the 
political advocacy of higher tariffs. In the later view, few would have argued 
that the politicians who, nonetheless, proceeded to enact the Hawley-Smoot 
tariff were following the course of wisdom. This may be the present case. 

Yet, when any group of scholars, finds itself strongly at odds with the current 
of practical policy it would seem important that it be sure of its case. This is 
especially true in the present instance for the farm policy under attack has now 
been in effect, in war and peace, for some 13 years. Disaster or, at a minimum, 
grievous disorder has been predicted for much of this period. Yet during this 
time agriculture has shown, by common consent, a vigorous technological and 
managerial improvement, and on purely prima facie grounds, would seem to 
have conformed to high welfare criteria. As Brandt, in a statement that should 
be contrasted with his depressing view quoted above, has said: 

“During the last few decades, a breath-taking technological evolution has been 
opening new frontiers in agriculture, and the progress has been most spectacular 
in the United States and Canada. Not only did it assist greatly in winning World 


% Searchlight, p. 56. 

%” On the inflationary effects of the policy two of the economists, T. W. Schultz and 
T. K. Cowden, entered a dissent. Searchlight, pp. 50 and 70. 

»® Agricultural Policy During Rearmament, Journal of Farm Economics, May 1952, 
XXXIV, 192 ff. 

™ Op. cit., pp. 194-198, 
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War II, but it also kept millions of people in Europe and Asia alive after the war, 
while providing us at home with a better diet and lifting a large proportion of 
our farmers to a new level of income.” * 

Moreover, there is a question whether the economists who have been speaking 
on farm policy have been bringing to bear all of the data which are relevant to a 
policy judgment. Without exception, the economists herein cited are offering 
recommendations for practical action. Such recommendations must be shaped 
not alone by economic and moral criteria, both of which have been liberally 
invoked, but also by the attitudes and desires of those who are affected. To 
assume that the economist should recommend only what farmers want or believe 
they want would reduce him to the role of a poll-taker. But to fail to take 
account of the farmer as a political entity, while making essentially political 
recommendations, can be an equal and opposite error. The theorist who, having 
reached the conclusion that such would be a socially meritorious course, urges 
union members to disband their organizations and to support the Government in 
legislation to this end is not likely to have either a large influence on labor 
legislation or even a large reputation for political perspicacity and realism. 
Should he proclaim his desire to end all unions, willy nilly, he would appropriately 
be considered somewhat authoritarian in his attitudes. It seems possible that 
kindred recommendations are not only being made but are a commonplace in 
regard to farm policy. 

If this is so, one antidote is a fuller appreciation of the history of the farm 
movement in the United States. By a fortunate accident of timing, the product 
of the mammoth labors of Prof. Murray R. Benedict of the University of Cali- 
fornia has recently become available. This is the first comprehensive history of 
agricultural legislation in the United States and of the organization and agita- 
tion which gave rise to it.” Benedict shows in a wealth of detail how long the 
present policy has been in the making. It is a story of much diversity in method 
and much inconstancy of both leaders and followers. Yet it also mirrors a re- 
markable and continuing determination by farmers to gain some control over 
market forces. The reader is left in little doubt that for a half century or more 
the free market has had little more appeal to the farmer than the unorganized 
labor market to the worker—or, for that matter, than an industrial market of 
atomistic purity would have for the modern corporation executive. Yet the free 
market is what is being urged on the farmer. Anyone is privileged to advocate 
revolution. He is perhaps better for knowing when he is a revolutionary. 


III, RESOURCE ALLOCATION 


Farm policy may still be a commitment to manifold disorders and disasters, 
and no less so because the commitment is deep. And even though the disasters 
have been predicted with increasing urgency for a decade or more without ap 
pearing, they may still be ahead. But it is possible that the analysis on which 
the prediction is based is incomplete or in error. This possibility also needs 
consideration in any reexamination of the grounds on which the economists’ 
condemnation is based. 

There is evidence that the analysis is at least partly in error. As noted, the 
most persuasive indictment of the farm policy to the economist is the effect of the 
policy on resource use efficiency. If prices must be a vehicle for sustaining income 
to farmers, they cannot be an efficient instrument for guiding resource use. 
For if prices are fixed they no longer command the movement of resources within 
agriculture or between agriculture and industry in accordance with the dictates 
of consumer choice.” 

Obvious though this may seem, further examination shows that some of the 
concern is ill-founded and more of it is subject to serious, if unconscious, exag- 
geration. As a broad tendency—to which I concede numerous exceptions—the 
support prices will be effective during times of low aggregate demand or depres- 
sion. It is then that prices generally will be resting on the supports. At times 
of high demand—when the latter is sufficient to sustain high or “full” employ- 
ment—some or most of the prices of supported commodities are likely to be 
above the support levels.” 


2 Op. cit., pe. 186, 186 
c 


* Farm Policies of the United States, 1790-1950, A Study of Their Origins and Devel- 
opment (New York, 1953), 

* Production and Welfare of Agriculture, pp. 20 ff. , 

* This has been the general postwar experience, although during part of 1952 and most 
of 1953, mainly as the result of the rapid shrinkage of foreign demand, this has not been 
true. I discuss this ease presently. 
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When prices are above support levels there is no direct impairment of alloca- 
tive efficiency as the result of the existence of these noneffective supports.” 
But when prices are at support levels as the result of a general deficiency in 
demand their effect on allocative efficiency is, to say the least, ambiguous. In 
this context—that of some degree of depression—some resources are idle. The 
use of resources in the “wrong” place may then be the alternative to no use at 
all. In any case, their use in one place need not deny resources to another 
employment since, by definition, there are idle resources on which those other 
uses may draw. This would appear to have been overlooked by Schultz, for 
example, who has stated: 

“* * * during a depression, when consumer’s purchasing power shrinks and 
prices drop * * * measures that keep farm prices from falling below the support 
price will disrupt both internal and external trade, unless it should happen that 
measures employed by the Government create enough additional demand to 
equilibrate the supply at a price at least as hich as the support price. 

“* * * there are two primary objectives that appear to be appropriate in 
pricing farm products: (1) To improve the allocation of resourees in agricul- 
tural production; and (2) to maintain farm income * * *”” 

The “disruption” of which he here speaks is plainly a disruption in resource 
allocation. 

If support prices do not impair allocative efficiency within agriculture in 
periods of full employment and they do not worsen it in periods of unemploy- 
ment, then apparently they do not impair it at all. And we have the impressive 
testimony of Schultz himself to show that relative prices and rewards to factors 
are a secondary consideration in the movement of resources between agriculture 
and other enterprise and specifically that labor tends to move from agriculture 
to industry in times of high relative income rather than low.” 

However, I do not wish to overprove my case. Because the prices established 
by the parity formula are arbitrary and bear no necessary relation to equilibrium 
levels for individual products at full-employment demand and because shifts in 
demand and supply schedules (of which the recent decline in exports and the 
recent growth in oleomargarine use provide notal/le examples) can sharply 
reduce consumption of particular products, price supports may be effective for 
some products even when aggregate demand is sufficient to sustain full employ- 
ment. The conditions necessary for a distortion of resource use are then present. 

However, here also an amendment to the conventional criticism is in order. 
In regard to allocative efficiency it seems plain that much comment is decidedly 
nonquantitative. If inefficiency can be demonstrated, it is pro tanto intolerable. 
There are no degrees of damage; a death sentence on the policy that produces it 
follows automatically. There is no need to inquire whether the loss of efficiency 
is serious—whether it warrants the desperate alarm that it induces.” Moreover, 
an examination might, in fact, reveal a rather small cost. Under the relevant 
conditions—peacetime demand at full employment levels but with some support 
prices effective—the usual situation, at least in superficial view, tends to be one 
of fairly general abundance. The obvious manifestation of short-run inefficiency 
in resource allocation would be shortages and high prices for some products, 
while the supported products were impounding labor and other resources. This 
has net been obviously the case to date. At most, price supports have checked 
the movement of resources from production where the marginal utility of 
product, e. g., for storage, is very low to others where marginal utility is also 
low or at least not spectacularly high. Thus a prominent alternative use for 
resources now held by supports in dairying would be in beef cattle production 
where there are no supports but where not all concerned would insist on the 
urgency of increased production. 


*% There is a possible indirect effect through the reduction of uncertainty in price ex- 
pectations. This, however, may have long-run investment consequences which would be 
generally approved. See below, p. 50. 

2 Production and Welfare of Agriculture, p. 96. Compare also my comments, this re- 
view, June 1950, XL, 460-463. -These views were expressed nearly 4 years ago, and it is 
my impression, based on conversation and correspondence, that Schultz, while still insisting 
on the absolute importance of free price movements for allocative efficiency (cf. Search- 
light, p. 50, footnote), might now be less insistent on the point in a depression context. 

. cit. Also Walter W. Wilcox, High Farm Income and Efficient Resource Use. 
Journal of Farm Economics, August 1949, XXXII. 555-557. 

*” This question has recently been asked by Willard W. Cochrane. Cf. A Theoretical 
Scaffolding for Considering Governmental Price Policies in Agriculture, Journal of Farm 
Economics, February 1953, XX XV, No. 1, p. 4. 
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It is possible although by no means certain, that the supports have inhibited 
secular shifts, as from cotton to dairying in the South. Proof would require, 
however, a showing of the effect of the policy on long-run price relatives which 
is presently lacking. ‘There seems to be little doubt that the tobacco programs 
have changed the ratio of land to fertilizer inputs. Even here, however, a case 
could be made that the distortion has been caused not by the support price but 
by the form of the resulting control. 


TV. FARM AND TRADE POLICY 


At first glance the inconsistency of the present support policy with a liberal 
trade program seems inescapable. Moreover, the desirability of such a trade 
policy—unlike the absolute importance of unimpaired allocative efficiency—is 
something which I am not disposed to question. Further, while the welfare con- 
sequences of an inefficiency in resource use are hardly matters of oVservation, the 
tariff adjustments and quotas that are required by the policy and their incon- 
gruity with our proclaimed trade policy are wholly visible. 

Yet here again some qualifications, not commonly emphasized in attacks on 
the policy, are important. The products presently receiving the 90-percent 
mandatory supports are either export crops or crops where there are normally 
no important imports. The general effect of the support prices is to create a 
market in the United States which would not otherwise exist. The quantitative 
restrictions and tariffs, to mention the most ostensibly illiberal consequences of 
the policy, thus protect a market which would not be attractive except for the 
support prices. Some qualifications are necessary with respect of certain quali- 
ties and staple lengths of cotton. There are more important qualifications with 
respect of wheat and competitive feed grain imports from Canada. (The impact 
of these restrictions is overwhelmingly on Canada.) But the general rule holds. 
The policy restricts imports that have first been made artificially attractive. 

This is not a complete extenuation or is it intended to be. As noted, the posture 
and integrity of American trade policy is inevitably weakened by any restrictions 
on imports and also by the counterpart subsidies on experts. On the other band, 
there is surely a difference between a restrictive measure which offsets an in- 
crease in imports induced by another policy and one—like the classical tariff— 
which has the single aim and effect of inhibiting imports. To the extent that the 
farm policy is attacked as an original onslaught on a liberal trade policy rather 
than an unfortunate compensation the critics are not on strong ground. 


V. RESTRICTIVE AND CYCLICAL EFFECTS 


A measure of ambiguity or internal inconsistency has already been noted 
in the other common criticism of the policy. In objecting to price supports both 
as a restraint on resource use and hence damaging to the consumer and also as 
a self-liquidating form of monopoly, the economists above cited have apparently 
contradicted their own arguments. It would be, however, that they have also 
drawn attention to a possible difference between the short- and long-run effects 
of the farm policy. During the years that the present policy has been in effect 
there has been a substantial expansion in farm output accompanied by a seem- 
ingly favorable rate of technological change. Stability in price expectations 
would normally be thought favorable to this expansion and change and to the 
requisite investment. Thus reduction in price fluctuations as the result.of some 
monopolization in particular years could he the basis for a larger production 
and lower prices in the long run. Such considerations have played a little part 
in the technical and scientific criticisms of the policy.” The exclusion of price 
expectations as a factor in production responses (except only to show that they 
defeat monopolistic aims of farmers) would seem to be poor scientific method. 

The attack on the policy as inflationary in inflation and deflationary in de- 
flation also involves problems of internal reconciliation. Further, during the 
periods of acute postwar inflation the supports were effective only in rare in- 
stances for particular commodities.“ Meanwhile there were counterinfiationary 


* Cochrane (op. cit., p. 5) has suggested that in specific instances (tobacco, with regard 
to which he cites the investigations of Glenn Johnson in Kentucky, and similar work on 
potatoes in Minnesota) the price-support programs have accelerated technological inno- 
vation and investment. Schultz has repeatedly emphasized the importance of reducing 
the amplitude of year-to-year price fluctuations in agriculture. 

"In 1946 and 1947, the years of most rapid increase in prices, the parity index averaged 
113 and 115, respectively. 
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effects from the liquidation of previously accumulated inventories. As one exam- 
ple, wartime and postwar cotton textile prices would have been far higher, both 
in the United States and abroad, had it not been for the large inventory carried 
over from the depression years of the thirties. It seems impossible that those 
who charge inflation against this policy have measured their argument against 
this history. 

The argument that the supports accentuate or perpetuate deflationary tend- 
encies is also weak. In the economists’ report hitherto mentioned the case 
depends partly on the assertion that the restriction incident to the policy in 
time of declining demand introduces an unstabilizing factor.” It also rests partly 
on the claim that free-market clearing priges are more likely to arrest or reverse 
deflation than supported prices and associated production controls.” Both of 
these propositions are coupled with the statement that for many farm commodi- 
ties the price elasticity of demand is greater than unity so that to obtain a given 
increase in income a more than proportionate cutback in output is required.™ 

These contentions do not stand scrutiny. The statement on price elasticity is 
flatly in conflict with the evidence.” Indeed it is difficult to believe that the 
available information on the elasticity of demand for farm products could have 
been reviewed by the economists with markedly more care than a political advo- 
eate would normally bring to bear. But even more important, in the practical 
operation of the support policy in a period of declining demand, the control of 
production lags well behind—sometimes does not even follow—the pegging of 
prices. Income, accordingly, is maintained at the volume given by the support 
price times the full output. If no companion provision is made for taxes, the 
effect of Government expenditures to maintain such income is surely counterde- 
flationary. In the approximate year and a quarter (to October 31, 1953) that 
farm prices have been at or near support levels, the Commodity Credit Corpora- 
tion has committed $2.5 billion to maintain income. There is a least a presump- 
tion that these expenditures have had an important effect in limiting the defla- 
tionary effects of the heavy decline in farm exports. Here again, the professional 
objection to the policy is on highly debatable grounds. 

I shall pass quickly over the noneconomic objections to the policy. Whether 
the farmer has, in fact, been debauched or fettered is a matter of opinion, 
although it involves opinions that social scientists, when speaking professionally, 
should doubtless render with caution. On the most frequently cited charge— 
that policy threatens the farmer with “substantial restriction [of their] free 
dom of choice,” to quote the dry language of the economists above cited, or that 
they have placed him in “the social harness of bureaucratic guidance” in Brandt’s 
more colorful figure—one observation must be made. This is a loss of freedom 
which is, by all appearances, much more disturbing to philosopher friends of the 
farmer than to the farmer himself. And it would be odd were men of some 
repute both for their intellectual alertness and their political determination, to 
have lost their freedom without more awareness and without protest. 


VI. CONCLUSION 


The foregoing is not intended to be a general exculpation of the present farm 
policy. On the contrary, the policy seems to me to have serious faults. The 
present price (parity) standards in my view are arbitrary. The discrimination 
in policy between the so-called basic commodities which are subject to mandatory 
support and the remainder of agricultural production—which is subject to the 
same market conditions and is of greater aggregate value—is impossible to defend. 
The present policy incorporates a design for acquiring large Government stocks 
but none for their management and disposal. It benefits least the income of 
those farmers who receive least. 

A strong case can also be made, if a given farm income is to be guaranteed, 
that the technique of supporting prices by loan and purchase operations is in- 


* Searchlight, p. 69. 

® Tbid., p. 70. 

*“Ibid., p. 70. Schultz, in a related comment, appears to disagree with his colleagues’ 
views on the price elasticities as, indeed, he has elsewhere. 

* Karl A. Fox, Factors Affecting Farm Income, Farm Prices, and Food Consumption, 
Bureau of Agricultural Economics, Agricultural Economics Research, July 1951, III, 65-82 : 
George L. Mehren, Comparative Costs of Agricultural Price Supports in 1949, this Re- 
view, Proceedings, May 1951, XLI, 717—46.. These and other data on price elasticities are 


<—o by Schultz in The Economic Organization of Agriculture (New York, 1953), 
p. C 
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ferior, for many commodities, to measures which would allow prices to find 
their own level in the market and provide direct payments to sustain income at 
the guaranteed levels. Such a technique would go far to reconcile the agricul- 
tural with the national trade policy, and it would also elide many of the inven- 
tory and disposal problems inherent in the present policy by the admirable 
device of not acquiring the stocks in the first place. It is interesting that such 
a policy, in broad contour, has recently replaced fixed price guarantees in the 
United Kingdom. 

Such proposals are not, however, the concern of this paper. Its purpose was 
to examine the present remarkable divergence between scientific prescription 
and practical farm policy. That some aspects of the latter are ill conceived is 
hardly surprising. This is an area where imperfection is in the nature of things. 
But the staadards of the scientist are less tolerant. He should, to cite the rules 
the aforementioned economists have laid down for themselves, “have technical 
competence to discover and explain the consequences of given economic actions” 
and he “should not be [among the] special pleaders for any group or any 
eause.” ™* Examination of the present criticism of farm policy leads me to 
question whether it is technically above reproach and also whether its weakness 
may not derive in part from predilections for a cause, which is not the less a 
cause because its goal is a seemingly traditional arrangement of economic life. 
If these are the reasons that economists in this field have lost touch with the 
present current of farm policy and are failing to influence its course there could 
be none more disturbing. 


Mr. Parron. May Mr. Duffy, the president of the Oklahoma Farm- 
ers Union be recognized ? 
The Cuarrman. Yes, we will be very glad to hear you, Mr. Duffy. 


STATEMENT OF HOMER DUFFY, PRESIDENT, OKLAHOMA 
FARMERS UNION 


Mr. Durry. I wish to endorse myself with the statements presented 
here today by Mr. Patton, Mr. Talbott, Mr. Christianson, and Mr. 


Solberg. “The comprehensive testimony you have heard here today 
reflects, in my opinion, not only the aspirations and goals of some 
50,000 members of the Oklahoma Farmers Union, but the thinking 
of the majority of the Nation’s farm families. 

Farmers of Oklahoma are greatly concerned over the uncertain 
future of farm price supports. Cotton, wheat, and peanuts are three 
niajor crops in my State, and family farmers there are understandably 
very much interested i in what action this session of Congress may take 
in regard to price supports for these basics. 

We have listened dering the past several years to a great debate 
centering around the question of whether price supports are of actual 
value to family farmers. Several high administration officials, inelud- 
ing the Secretary of Agriculture himself, I regret to say, have delib- 
erately attempted to create the impression that a 75 percent of parity 
floor would be of far more value to farmers than 90 percent of parity. 

[ think it high time that we take a careful look at the sliding-scale 
system of price supports to determine just what benefits, if any, it 
contains for farmers. Under the sliding scale, a farmer producing a 
good crop would get a low support. During a bad crop year when 
the general supply is low anyhow, he would receive the henefit of the 
sliding scale’s ebility to move upward, except that the scarcity of the 
crop had already pushed the price up. Thus, under the sliding scale, 
the farmer has the least support when he most desperately needs it 
and the highest support when he needs it not at all. 


* Searchlight, p. 61. 
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The sliding-scale system of supports follows the market price 
closely. In fact, it is difficult for me to determine how it is much 
better than complete reliance upon the open market. 

It is sometimes argued that more income for the farmer would be 
provided in the long run if he sold a larger volume of crops at a lower 
price. The fallacy in this line of reasoning is that most farmers are 
already producing as much as they can with the land and facilities 
at their disposal. The sliding scale for these farmers would only 
mean that they would get less for what they now produce. But even 
if they could and did produce more, the added production would only 
tend to force prices even lower. 

When farmers as a whole market more of a commodity, the price 
they receive per unit drops much faster than the increase in the 
amount of crops they market. If they add 10 percent to their present 
production with only a 1 or 2 percent drop in price, they could gain 
themselves an increased net income. In actual practice, however, a 
10 percent increase in production at a time when supplies of that par- 
ticular crop have been plentiful, has meant a price drop of as much 
as 20, 30, and even 50 percent. 

The net effect of lower prices, which would certainly accompany the 
sliding-scale system of price supports, would mean only lower incomes 
to farmers themselves. 

It is my own personal belief, and the philosophy of the Farmers 
Union, that farmers should attain full 100 percent of parity for the 
food and fiber they produce. However, none of the plans advanced 
by any farm organization, including our own, would put farm income 
on par, or in ratio with, manufacturing workers or nonfarmers. Farm 
prices high enough to provide such a parity income would skyrocket 
out of sight. 

Yet 90 or 100 percent of our present concept of parity is certainly 
a step toward full farm parity income. The sliding-scale system 
of price supports is simply a long step away from it. 

This Nation can ill afford to let prices fall while farm costs remain 
stable or rise. Because of our growing population we need to provide 
for a continuous and expanding production of food. We need food 
and fiber to fulfill our foreign commitments. We need an adequate 
reserve of farm commodities to protect the Nation’s welfare and 
security. 

Statistics show that full parity prices for food do not drive con- 
sumers away. In fact, American families spend more of their incomes 
for food when farm prices are at parity levels than when they are 
below parity. If we are to provide a truly American standard of 
living not only for farmers, but for city consumers, the underprivi- 
leged and our elder citizen, farmers must receive a fair price for the 
food and fiber they produce. 

The Oklahoma Farmers Union strongly recommends extension of 
mandatory parity price supports for basic commodities coupled with 
a sound ‘food allotment program which would provide needed food 
for underprivileged groups and transform a great deal of America’s 
food stocks from warehouses to hungry stomachs. 

Furthermore, I recommend the enactment of price supports for rye, 
oats, grain sorghums, soybeans, cottonseed and flaxseed at a fair scien- 
tific feed value equivalent to the support price of corn. 
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I especially stress the importance of the great need for enacting 
mandatory parity price supports for beef cattle, milk, and butterfat. 
In connection with this, the Secretary of Agriculture should be given 
authority to use production payments to accomplish at least a part 
of the necessary supports. Moreover, marketing agreements and 
orders should be expanded to fruits and vegetables not now covered, 
and marketing facility loan legislation should be passed to increase the 
efficiency of fruit, vegetable, poultry, and egg marketing to raise prices 
to producers and reduce prices to consumers. 

Mr. Chairman, I appreciate the opportunity of appearing before 
you here today in behalf of the farm families of Oklahoma. 

The CHarrman. We thank you very much, Mr. Duffy, for your state- 
ment. May the Chair state to the members who have come in since 
the committee was convened that it was agreed that the group which 
is with Mr. Patton, members of the National Farmers Union, will 
make their statements and will be interrogated after all have com- 
pleted their statements. 

Mr. Aner. May I break in long enough to say that Mr. Duffy has 
been president of the Oklahoma Farmers ; Union for a long time. He 
has a very strong organization in my part of the State. I am per- 
sonally glad to have him appear before our committee. 

The Cuatrrman. I am glad to have you make that statement, and we 
are very glad, as the Chair has already said, to have Mr. Duffy with 
us today. 

Mr. Parron. Mr. Chairman, if it is your pleasure I would like next 
to have Mr. Solberg present his summary. He has a longer statement 
which, in accordance with your agreement, he will file. 

The CHamman. After you present your summary, Mr. Solberg, 
your statement in chief will become a part of the record. 

Mr. Parron. Mr. Solberg is chairman of the Rocky Mountain 
Farmers Union. 

Mr. Hitt. Mr. Solberg is president of the Colorado Farmers Union. 
He has been a president ‘there for many years and is doing a good job 
for the farmers in Colorado. I am glad to have him here this morning. 
I know he has a real interest in agriculture in our Nation. 

The Cuairman. We will be glad to hear you now, Mr. Solberg. 


STATEMENT OF HARVEY SOLBERG, MEMBER, EXECUTIVE COM- 
MITTEE OF THE NATIONAL FARMERS UNION, AND PRESIDENT 
OF THE ROCKY MOUNTAIN FARMERS UNION 


Mr. Sounera. Thank you, Congressman Hill, and Mr. Chairman. I 
appreciate your courtesy. I will make a brief statement and request 
that the remainder of my prepared statement be inserted in the record 
of these hearings. 

I wish to associate myself with and endorse the statements made or 
to be made by Mr. Patton, Mr. Talbott, and the others appearing at 
this table. 

This Nation of necessity must have an expanding full employment 
economy. Fully adequate farm-price supports are an essential part 
of an economy of abundance, We need to make the abundant pro- 
duction of our farms available to provide good nutrition to all the 
people of the United States. We need to make a secure provision for 
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an adequate safety reserve against crop failure and the risks of 
enemy attack. We should make faster progress toward a permanent 
agriculture without further drain on our soil and water resources. 

In addition, we need to put the magnificent productive ability of the 
farms and farm people of this country to work to win the peace. 

The foremost reason American farm families are interested in using 
abundant food and fiber to bolster the foreign policy is the universal 
and deep seated longing among farm people for a permanent peace 
characterized by the ideals of the United States Declaration of Inde- 
pendence, the Constitution of the United States, and its Bill of 
Rights. 

Other reasons are: (a) Desire that everyone in the world can enjoy 
the kinds of personal freedoms, civil rights and liberties guaranteed 
by our own democratic government; (/) desire that everyone in the 
world can have an ever wider opportunity to be able to produce more 
and earn a better living; (c) knowledge that history will not allow 
the condition to long endure where the United States, with only 6 per- 
cent of the world’s people, possesses 50 percent of the world’s produc- 
tive capacity and earns 50 percent of the world total income; (d@) grow- 
ing out of this, the absolute necessity for the United States to 
strengthen the production ability and improve standards of living, 
military strength, and political unity of the other democratic nations; 
(e) knowledge that to maintain an expanding full employment econ- 
omy in the United States depends partly upon our continued ability 
to export United States manufactured goods as well as United States 
farm products. 

Our consideration of the relation of United States farming to inter- 
national affairs should proceed, in my opinion, with full consideration 
of several significant propositions which I shall list briefly : 

(a) More than half of the United States farmers produce commodi- 
ties which must find a part of their market in countries outside the 
United States: Wheat, cotton, tobacco, rice, and lard, are major 
examples. 

(6) Probably a million and a half farm families produce eommodi- 
ties which are sold in United States markets in competition with im- 
ports: Sugar, wool, dairy products, barley, feed grains, are examples. 

(c) More international exchange of commodities would increase 
production and raise living standards in every nation. 

(qd) But many man-made laws retard expanded international 
exchange. 

(e) Low purchasing power, not overproduction, limits foreign 
demand. 

(f) Dollar shortage limits ability of other countries to buy in 
United States. 

(7) United States can take either of two routes—(1) road to scarc- 
ity through (i) “going it alone” or (ii) depending upon unplanned 
cartel-dominated “free trade,” or (2) road to abundance. 

(h) The road to abundance is by negotiating additional interna- 
tional commodity agreements and an international raw materials re- 
serve and continuing Reciprocal Trade Agreements Act. 

(7) Until international institutions are built we must develop 
United States programs including parity tariffs, export subsidies, eco- 
nomic aid, barter arrangements, and loans. 

38490—54—pt. 19 27 
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(7) United States can help democratic nations to increase produc- 
tion and raise living standards and thus contribute to their increased 
purchasing power and to political stability and military strength of 
the democratic nations and the ultimate attainment of a permanent 
peace. 

(%) Western Europe shares our civilization and now has about one- 
third of world’s productive power and potential military defensive 
strength. 

(7) More than a third of the world’s peoples live in nations that 
still have not decided about democracy. 

(m) Ultimately, we must set up a democratic world economic 
union and a brotherhood of man with permanent peace. 

Over the past 8 years, several efforts have been made to establish 
international institutions to solve the twin problems of hunger and 
farm income. So far, our efforts along this line have not been over- 
whelmingly successful. The International Wheat Agreement is in 
effect. An International Sugar Agreement has been negotiated and 
its ratification is pending. An International Food Reserve resolu- 
tion has been introduced in both Senate and House, the last of a 
series of proposals starting with the World Food Board idea to the 
International Commodity Clearinghouse to the most recent proposals 
by the International Federation of Agricultural Producers of a 
World Food Reserve. This Nation should take action to promote 
the es‘ablishment of such an international raw materials clearing 


house and the negotiation of additional international individual com- 
modity agreements. 
Apparently, it is going to take some time to get the necessary inter- 


national institutions established. In the meantime, the United States 
cannot afford to sit idle. The abundant farm production of which 
this Nation is fully capable can be put fully to work for peace without 
waiting for desirable international institutions to be established. 
When such institutions are set up, our national efforts can gear in 
without loss of time. 

The proposals for foreign disposition of farm commodities in- 
cluded in §. 3052 and the House Agriculture Committee print are far 
from adequate. I urge your committee to devote a full title in the 
comprehensive bill to this matter, and incorporate in it the provisions 
of the farm trading post bills introduced by Congressman Hill of 
Colorado and Senator Humphrey of Minnesota (H. R. 7876 and 
S. 3020), as well as a provision requiring the Secretary of Agriculture 
to make CCC stocks available for sale in world markets at competi- 
tive, rather than prevailing prices. 

Congressman Hill’s bill is a bill largely approved by the Senate 
Committee on Agriculture and passed by the Senate last July. How- 
ever, the trading post bills are largely similar and superior in several 
quite important respects. 

First, it includes an extension of authority for use of United 
States food to relieve famine and other urgent relief needs in other 
countries and direct fullest possible use of United States voluntary 
foreign relief organizations so that the food will actually reach the 
people who are most in need and who do not have the purchasing 
power to buy the food. 
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Second, these bills provide for authorized appropriations to be made 
to the foreign operations agencies rather than taking the funds out 
of Commodity Credit Corporation. 

Third, Commodity Credit Corporation would be reimbursed for 
such of its stocks as may be used in the program whereas the other 
proposal would charge these expenditures to farmers as a CCC loss 
and capital impairment. 

We favor extension of marketing agreements and orders to addi- 
tional commodities. We shall support the proposal to authorize 
continuous operation of an agreement or order after it has once been 
put into effect. 

I wish now to turn to the last page of my statement, page 17. As 
one step to reduce the widening margin and spread between the prices 
that farmers receive and those that consumers pay, particularly for 
perishable farm commodities, I urge that you include in the com- 
prehensive bill an additional title providing for inauguration of the 
marketing facilities loan bill, introduced in the House by Congress 
man Cooley, and favorably acted upon by the House Committee on 
Agriculture, some years ago. 

The produce markets in many of our cities including the largest, 
are outmoded, inefficient, and high cost. The deterioration of com 
modity quality, the high costs of transportation, warehousing, and 
merchandising in these cramped-up poorly designed markets add 
greatly to the price charged to consumers and reduces the price and 
increases the marketing loss of farmers and farmers’ cooperative 
marketing associations. 

The United States Department of Agriculture has for years con 
ducted a pilot program of marketing facility modernization and im- 
provement. This program has operated entirely on the basis of tech 
nical advisory assistance to city authorities and interested persons 
and firms. In many small cities great improvements have been made 
in terminal perishable marketing - facilities. In other cities, the only 
stumbling block to great progress has been the absence of private 
capital sufficient to finance the establishment of improved marketing 
facilities including the payment for purchase of land now in high 
return urban areas that must be obtained to enlarge cramped-up 
marketing areas or to provide new locations for m: arkets which have 
far outgrown the areas now occupied. 

We believe that provision of special credit of the type provided in 
the Cooley bill would provide the incentive to a vast improvement in 
many urban produce markets and would result in a much more 
orderly, efficient, and lower-cost marketing system with commensu- 
rate benefits to consumers on the one hand and to farmers on the other. 

May I, in closing, Mr. Chairman, thank you and Mr. Hill and all 
the members of this committee for the support that you have given to 
our special drought committee, and add my thanks to that of Mr. 
Patton. 

I would like to say this: When we lose an airplane, one of our larg- 
est, costing probably up to $5 million, half of it spent on electronics 
to save the crew, when one of those crashes occurs we never in our 
papers, we never in our own thoughts say we have lost $5 million. 
Our reaction always is, Did we save the crew? Did we save the 
passengers ? 
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In this drought area I think we should apply the same philosophy. 
Virtually millions of people are affected, and instead of wranglin 
about a half million dollars or a million and a half, let us thin 
in terms of what is happening to the crew and passengers. 

We appreciate what you have done for us. Thank you, sir. 

(The following data were submitted by Mr. Solberg for inclusion in 
the record :) 


Over 2 MILLION UNITED STATES FARMERS Must SELL AN IMPORTANT PART OF 
THEIR PRODUCTION OVERSEAS 


America in the year beginning July 1, 1951, sold to other countries: Wheat 
from 6.4 million acres; cotton from 6.9 million acres; altogether, farm products 
from 50 million acres. 

United States farm production and exports have expanded since before World 
War ITI, until last year when exports dropped by nearly a third in the year 
ending June 31, 1953, as shown in the following table: 


Index numbers 


| wd, 
\tinited States! United States 





United States| United States 





enero ———___|——— | 

1935-39 . . 100 B00 1AIO0B. oncwneentuntnd 167 138 

1946 72 136 || 1950... amt 160 135 

1947 | 155 | 135 ee ee 191 140 

1948 188 | 137 || 1952...- bin 143 145 
{ 


1 In marketing year beginning July 1 of year shown. 
2 In crop year indicated. 


United States farm exports in 1952-53 were at a postwar low; 1951-52: 
$4 billion; 1952-58: $2.8 billion (average 5 years 1947-53: $3.5 billion). 
Major factor in this drop was failure of United States and other nations 
of free world to establish an international farm trading post, World Food 
Board, international commodity clearinghouse, or some other method to stimu- 
late expanded consumption of food and fiber and to stabilize supplies and 
prices. In the absence of such an international farm trading post, the United 
States could export less farm products because of a reduction in United States 
foreign economic aid and other reasons: 
(a) In 1948-49, ECA-MSA financed $2.3 billion of United States farm exports. 
(b) In 1952-53, only $400 million of United States foreign economic aid was 
used to buy United States farm products. 
(c) Total United States foreign economic aid: 
Since 1945, $40 billion. 
In 1947, $8.8 billion. 
In 1949, $5.8 billion. 
In 1953, $2 billion. 
Percent of total farm exports financed by aid programs is shown in the 
following table: 
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Value of United States agricultural exports commercial and aid programs 


i 
Agricul- | Aid programs Percentage 








Year tural ex- | _— “ under aid 
ports | Amounts Major programs programs 
| | 
| Billions | Billions 
i os all lal rien hectic | $0.7 ‘ moe ° mmodbalit 
BOMID 20. coun aze eee! .7 | ; a 
1940-41 ipehate eth cctndihe hei Oe Ratsaean noatehnnemendse os 
BP Eicwandunee~ Suisnm ena baat 1.0 | $0.7 | Lend-lease_..... hameall 4 70 
Ia as batiniontih inns spiphieeah 1.5 1.2 A act eae 80 
1943-44. __.. aie calli iat rtsecanarae| 2.3 1.8 ss the h sone | 78 
1944-45 area ahaacel 2.1 1.6 do . es 76 
1945-46__. | 2.8 | 1.4 | Lend-lease, UNRRA-.---...--| 50 
1946-47 3.6 | 8 | UNRRA, Army civilian 22 
1947-48 3.5 1.6 | Interim aid, Army civilian 46 
1948-49. _- 3.8 2.3 | ECA, Army civilian-..- 60 
1949-50. _..__- hie “ bbiiées 3.2 OO 9 BR Ais cal s <tinincccion sation 62 
1950-51... pa ne | 3.4 Le Si ae etree J — . | 35 
1951-52_......- oie | 4.0 7 ton : 17 
1952-53____- oe ae cores 2.9 .4 se2.. i 12 


Source: 1941-49: Lawrence Witt, Agriculture, Trade and Reciprocal Trade Agreements, Tech. Bul. 220, 
Mich. Agric. Exp. Station, June 1950. 1950-53: Foreign Agricultural Situation, Maps and Charts, Foreign 
Agric. Service, October 1953. 


There is a continuing dollar shortage in many countries of Western Europe 
and Asia. They use scarce dollars to buy manufactured goods in United States 
that they cannot buy elsewhere, and buy their food and fiber from other countries 
that will accept soft currency. 

They are able to do this because of expanded farm production in other export 
countries. 

The United States is world’s largest exporter of farm products. United 
States exports make up more than one-fourth of all farm products in international 
trade. Next highest countries are Canada and Australia that account for about 
one-eighth, each. United States exports make up the following approximate per- 
centage of total world trade and of total United States production in each of the 
following: 


Saki ete mnie hich tik ald 

| United States 
exports part of 

total world trade 


Percent of United 
States production 





| 
Peak Tweet 





1951-52 | 1952-53 1951-52 | 1952-53 
| 

ONG COE iin cenkiccieeniebesnese ode sal call 45 35 | 48 24 
Ct tpietinn dt alm enanione sane nena anknteninanddericntnwel 47 | 27 | 38 | 21 
» RRR ES ee 2A RE pasardeledanemae 41 34 | 25 | 19 
Barley - _..- nies ane dutinke ; im ; | 14 12 12 17 
SS an GONE il aa 4 3 (2) (2) 

eae Moncntncunbhnciaiiinies ‘ ce 5 40 3 4 
BOS ab anes vessevheidélaees aatice ‘ : 10 16 59 55 
Grain sorghum..-.-.--. ced nideceuieae cane : 87 | NA 55 | 13 
a vn scinqaiiguedéuaseedustba csenesnaietietiiasateest . 68 69 | 27 16 
EE sian mcttvadenciesnuandibtebpiediinnin leet oaa i teaieies ‘ 36 33 5 6 
PES BRI: 5d ctnsins wimspieniedtemeaialiiae aioe sas 88 87 | 24 22 
Fa ES RE ae = 11 8 | 4 | 3 


1 Includes oil. 
2 Less than 4 percent. 


Nore.—Value of exported United States farm products is approximately 1/9 (11 percent) of total United 
States gross farm income. 
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Decline in agricultural exports from 1947-51 average to 1952-53 marketing year 


Decrease 
1947-51 


Commodity average 


Amount Percent 


Cotton (1,000 bales) , RE 

Milk, evaporated (1,000 pounds) __. { 116, 945 
Cheese (1,000 pounds) : , 875 3, 572 
Wheat grain (1,900 bushels) 4 30, 5: 33 : 
Flue-cured tobacco (1,000 pounds) Ba 380, 055 368, 251 


Eggs and egg products (1,000 pounds) - - a 5, 011 
Rice (1,000 pounds) - - - . ; 857 1, 438, 020 


' Increase. 


Source: Foreign Agricultural Trade Fiscal Year 1952-53, USDA, December 1953. 
Notge.—This decline matched the reduction in United States foreign aid as shown in the table entitled 
“Value of United States Agricultural Exports Commercial and Aid Programs.” 


UNITED STATES CONSUMERS BUY SOME FARM PRODUCTS PRODUCED IN FOREIGN 
COUNTRIES 


Feom the United States farm families’ standpoint imports of agricultural prod- 
ucts are of two kinds: 

1. Those that compete in the United States market with United States farm- 
produced commodities. 

2. Those that do not compete in the United States market with products of 
United States farms. 

Imported farm commodities that do not compete include bananas, rubber, coffee, 
tea, and cocoa. The importance of these to American farmers lies in their price 
to farmers as consumers and in the significance of these commodities to farm 
people in other lands as a way of earning dollars with which those foreign 
countries can buy other United States commodities. 

About 1% million United States farm families are interested in the impact of 
competing imports on the United States price of commodities which they pro- 
duce. Total value of such competing farm imports in 1951 was $2.4 billion or 
about 6 percent of the total value of United States farm production. 

Competing imports include the following commodities with the indicated per- 
centage that imports were in 1952 of total United States supply: 


Volume of 


Inrports Percent imports 


pounds 5 590, 000, 000 
tons | 3, 833, 000 
rom United States Territories, Hawaii, ete.) 26 | 
Su (from continental United States : 
Cattle-beef $87, 000, 000 
Oat bushels § 67, 527, 000 
Rye do 2, 145. 000 
Eevg dozens 7, 000, 000 
Hogs and pork 2) $49, 800, 000 
Barley ; bushels j 16, 600, 000 
Wheat and flour do : 18, 500, 000 
Dairy products $45, 335, 000 


MORE INTERNATIONAL EXCHANGE OF COMMODITIES INCREASES PRODUCTION AND RAISES 
LIVING STANDARDS IN EVERY COUNTRY 


Here’s why. 

Suppose that in country X it takes $2.50 to produce a bushel of wheat and $50 
to produce a watch, while in country Y it takes $7.50 to produce a bushel of 
wheat and $100 to produce a watch. 

Country X can gain any time it can swap 20 bushels of wheat for more than 
one watch. Country Y can gain any time it can swap I watch for more than 33144 
bushels of wheat. Country X could produce wheat and swap it for watches, and 
country Y produce watches and swap for wheat at a rate of 17 bushels wheat per 
watch, and both come out ahead. 
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Even though country X can produce both wheat and watches at less cost per 
unit than country Y, it still makes sense (both countries gain) to let country Y 
produce all the watches because it can produce watches with less disadvantage 
than it can wheat. Country X can produce wheat with a greater advantage than 
it can produce watches. 

Both countries can have a higher standard of living if each specializes in the 
things it can do best and expands its exchange of products with other countries. 


BUT MANY MAN-MADE LAWS RETARD EXPANDED INTERNATIONAL EXCHANGE OF 
COM MODITIES 


Both Argentina and the Russian-dominated nations have greatly favored in 
dustrial over agricultural expansion. Long-time practice of Argentina and the 
Soviet Union has been compulsory deliveries at low fixed prices for farm products. 
Result has been reduced farm production, rationing, and a policy of searcity. 

Most of the democratic nations of the world have developed programs to 
establish floors under farm family income and hold up farm prices. For example: 

(a) In the United Kingdom (England) farm income and expenditure are re- 
viewed annually by the Government to fix prices that will keep income above 
costs. 

(b) Sweden, Norway, Netherlands, and Switzerland have programs to main- 
tain a desirable relation between total farm income and total farm costs. Other 
European nations have similar programs. 

(c) In Canada, the Government is authorized by law to support prices of any 
farm product and does so when necessary to protect farm income. All purchases 
and sales of grain for export are handled by the Government Wheat Board. 

(d@) New Zealand operates a farm price stabilization program that includes 
production payments when required to prevent farm returns from falling too far. 

(e) Other democratic nations have similar price support or farm income pro- 
tection programs. 

To protect their domestic farm price and income support programs, practically 
every country regulates the import of United States produced farm products by 
means of tariffs, embargves, import quotas, currency exchange regulations and 
other Government devices. Industrial development and prices of manufactured 
goods have been similarly protected in most countries. 

The United States, also, has tariffs and import embargoes against imports. 
However, United States tariffs are among the lowest of all countries of the world, 
and the United States reduced them more over the past 15 years than most 
countries. 

Import embargoes are currently much more important than tariffs in restricting 
and reducing the amount and volume of international exchange of products. 

Total free world imports amounted to $80 billion in 1952. Of this, $20 billion 
went in United States and other “hard currency” countries. All but $1 billion 
of these imports were free of embargoes. 

The other $60 billion of imports went into “soft currency” countries. Prac- 
tically all of this was subjected to embargoes against foods coming from United 
States and other hard currency countries. 

Approximately 80 percent of all United States farm exports are subject to 
restriction and regulation in the importing countries to which we sell. 


LOW PURCHASING POWER NOT OVERPRODUCTION LIMITS FOREIGN DEMAND 


There is no shortage of need for increased food and fiber consumption accord- 
ing to reports of Food and Agriculture Organization, U. N. Here are some facts: 

1. Half the world’s people have just about enough food for minimum sub- 
sistence—barely enough to prevent undernutrition—but not enough for health 
by any decent standard. 

2. Only about one-third of the world population has enough food of the right 
kind to be well nourished. 

3. Average life expectancy in India is 27 years compared with the United States 
with 68 years. 

4. In India 123 of each 1,000 babies born die in their first year. In the United 
States the figure is only 29 per 1,000. In Iraq and Egypt, only 600 of each 1,000 
that are born live to be 5 years old. 

5. To bring the average world textile consumption per person up to only one- 
half the United States average of 38 pounds per year, would require an increase 
in world production of cotton and other fibers of almost 90 percent. 
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6. Population increase in the last 15 years has outrun increases in food 
and fiber production in the world as a whole and in many different countries of 
the world, particularly in southeast Asia, southeast Burope, northern Africa, 
Germany, and Austria. 

7. To be safe, nutritionally, over a long period requires about 1,900 calories 
a day with some protein from animal sources in warmer tropical climates; and 
2,200 calories a day in cooler areas, such as the United States. In all but a 
handful of countries, ihe people on the average, live at or very near this break- 
over point. Since some people in every country live very well indeed, consider- 
ably more than half of the population live below the safe nutritional level most 
of their lives. 


ALTERNATIVE POLICIES 


Faced with the problems of tariffs, low productivity, dollar shortages, em- 
bargoes and other problems restricting sale of United States farm products in 
other countries, the United States can take the road of abundance or one of the 
roads to scarcity. 

There are two kinds of scarcity roads: 

(a) Feonomic isolation—go it alone. 

(b) Exclusive reliance upon cartel-dominated ‘free trade. 

The United States can go it alone. American markets for American goods. 
Hold out competing imports; give up foreign markets for United States produc- 
tion. If we do this: 

United States farmers would have to shift 50 million acres now producing 
wheat, cotton, tobacco, rice, corn, soybeans, apples, and other commodities into 
production of something else that could be sold in the United States. 

A large segment of United States industrial production would have to shut 
down, lay off workers, reduce consumer demand in United States for farm com- 
modities for lack of raw materials and lack of foreign markets. 

United States farmers’ cost of production and consumers cost of living would 
rise owing to not being able to buy imported goods. 

Entire free world, including United States, production and living standards 
would be reduced. “Stomach communism” in many areas of the world would 
be promoted. A “Fortress America” would become inevitable. 

If we want this, if we want to “go it alone,” it can be done with preclusive pro- 
tective embargoes and tariffs against imports: expansion of “Buy American” 
policies: refusal to support U. N. and F. A. O.; stop United States economic 
aid to other democratic nations. 

The other road to searcity is to rely exclusively upon cartel-dominated so- 
called free international trade. We can do this by repealing our tariffs, abolish- 
ing our embargoes against eompeting imports, such as sugar, wool, feed grains, 
barley and dairy products: stopping United States economic aid to other coun- 
tries: abolish the United States Export-Import Bank, the International Wheat 
Agreement. 

International trade would then be dominated by international private cartels— 
huge international trade monopilies—only the farmers and other raw material 
producers of the world would “enjoy” the fruits of “competition.” 

Foreign countries could not be expected to greatly reduce their government re- 
strictions on trade and currency exchange. United States producers would be 
‘set free” in an administered-price market dominated by foreign-government reg- 
ulations and international private cartels. Selling prices received by United 
States producers would be uncertain and artificially low. Buying prices paid 
by United States consumers would be uncertain and artificially high. 

The “world price” of farm commodities and other raw materials such as tin, 
rubber, and iron ore, would fluctuate widely from month-to-month and year-to- 
year. This would discourage productive investments and retard economic ex- 

ansion in the domestic nations. 

Neither of these scarcity roads is the right road. 


‘ 


THE ROAD TO ABUNDANCE 


The road to abundance is through (1) negotiated international regulation of 
exp nded international exchange of raw materials: (2) greater international 
economic cooperation by negotiation of an International Raw Materials Reserve ; 
(3) extension of the Reciprocal Trade Agreements Act and (4) of additional 
international commodity agreements such as the International Wheat Agreement. 
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I subscribe to the following resolution adopted at June 1953 meeting in Rome, 
Italy, of International Federation of Agricultural Producers: 

“The committee has again considered the proposal to establish a world food 
reserve, into which surplus supplies can be placed and from which they can be 
withdrawn to meet the needs of necessitous areas and contribute to stabilization 
of markets. The committee considers that IFAP should continue to endorse this 
proposal and feels that it should be developed into a practical operation under 
the joint auspicies of Food and Agriculture Organization, the International Bank 
for Reconstruction and Development and the Secretariat of the United Nations, 
Urges that more attention than in the past be paid to practical ways of operating 
such a world food reserve in relation to regular international commodity trade, 
existing and proposed international individual commodity agreements, and 
with price support and commodity-storing programs of member nations.” 

National Farmers Union has proposed an International Raw Materials Reserve 
of similar character to cover petroleum, iron ore, tin, rubber, and other raw 
materials, as well as food. A proposed International Food Reserve resolution 
has been introduced in the United States Senate by a large number of Senators 
including members of this committee. We urge passage of this resolution. 

We favor extension of United States Reciprocal Trade Agreements Act. 

The International Wheat Agreement was extended last year for 3 more years, 
this agreement should be renewed when it expires. Additional international in- 
dividual commodity agreements are needed to cover all farm products and 
other raw materials that enter, in any important way, in world trade. We shall 
support approval of the International Sugar Agreement that was recently ne- 
gotiated. 


INTERIM POLICIES PENDING ESTABLISH MENT OF NEEDED INTERNATIONAL INSTITUTIONS 
SHOULD PROTECT FAMILY FARMERS 


Wheat and petroleum are the only commodities for which international agree- 
ments have been put into operation; the Reciprocal Trade Agreements Act 
expires again in 1954; no proposals for an international raw materials or food 
reserve has yet been accepted by the different nations; the World Bank is 
small and very cautious; and the international exchange of farm and manu- 
factured commodities is governed currently to a very large degree by a complex 
and completely illogical combination of the various tangled elements of the 
two scarcity programs of “go it alone” economic isolation in the different 
nations and of elements of reliance upon cartel-dominated “free world trade.” 

To protect United States farm family income and purchasing power until 
such time as negotiated instruments for international cooperation and expanded 
economic development and international trade can be worked out and estab- 
lished, the only recourse open to family farmers is: 

(a) Domestic price support programs at 100 percent of parity combined 
with— 

(6) Such tariffs, import embargoes, and economic assistance programs, barter 
arrangements and the like as will promote exports of United States farm 
commodities and protect United States farm price programs and United States 
family farmers for the ill-effects of competing imports. 

As to farm products that must be exported : 

(a) The best method is the sale, loan, trade, or donation to other countries 
for dollars or for soft currency at or below the world price with returns to 
United States farm producers maintained by means of production payments 
financed from general public revenues from the United States Treasury. 

(b) Second best is firm price supports at 100 percent parity with export 
subsidies paid to exporters. 

As to importation of farm commodities that compete in American markets 
against commodities produced by American family farmers, we favor the fol- 
lowing in the descending order of desirability : 

(a) United States farm-price supports carried out by means of parity pro- 
duction payments to family farmers with no increase in tariffs or embargoes 
against imports. This is done in the sugar program and has been proposed for 
wool. 

(b) United States farm-price supports carried out by means of parity pay- 
ments with parity level restrictions on imports by means of automatic flexible 
parity tariffs or embargoes. 
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To implement this program we recommend the establishment of a United 
States farm-trading post as a branch of the Foreign Operations Administration 
to act as United States agent to— 

(a) Negotiate additional international commodity agreements, such as 
International Wheat Agreement ; 

(bv) Negotiate and establish an international raw materials reserve; and 

(c) To carry out the sale, barter, loan, and donation of United States 
farm products to other nations at or below the world price for dollars or 
soft currency to further the aims of United States foreign policy. 

The costs of all such programs should be charged to foreign policy and na- 
tional security rather than to farmers and farm programs. 

Several bills to establish a program along the lines of our recommendations 
have been introduced in the House and Senate and referred to the Agricul- 
tural Committees for consideration. Since I am most familiar with it, I shall 
direct my remarks to H. R. 7876, introduced by Congressman Hill of Colorado. 
I understand that a similar bill has been introduced in the Senate by Senator 
Humphrey of Minnesota. The Senate has already enacted a bill with some but 
not all of the essential features, last July, I believe. 

I urge your committee to include the provisions of H. R. 7876, the Hill- 
Humphrey bill, as one of the major titles of the compresenhive Agricultural Act 
of 1954 which you plan to report to the Senate for action at this session. 

The Farm Trading Post Act proposed in the Hill bill contains many provisions 
similar to the agricultural trade development bills that have been referred to 
your committee for consideration and is similar in some respects to the bill 
passed last summer by the Senate. These common provisions include authoriza- 
tion of donation of abundant farm commodities by the United States to other 
countries to relieve famine and other urgent relief needs; authorization for 
executive-branch agencies to negotiate agreements with other countries whereby 
private traders can sell abundant United States farm commodities in foreign 
countries for local or soft currencies and trade such currencies to United States 
agencies for dollars; and provision that the United States Government would 
use the soft currencies so received to make relief grants, to make grants and 
loans to facilitate and encourage economic development, to develop markets, to 
purchase strategic material for the national stockpile, and for other purposes. 
The bills provide for such sales of normal stocks as well as Commodity Credit 
Corporation owned stocks for the purposes outlined in the bill. 

These are good provisions and should be incorporated in the “package bill” 
that your committee recommends. There are several provisions of the farm 
trading post bill, introduced by Congressman Hill, that differ from, and are 
superior to, in our opinion, those in the other foreign disposal bills before you. 
These provisions are of espécial importance. I urge you strongly to give special 
consideration to these and recommend that they be included in whatever bill 
you recommend. These are— 

(a) The appropriations authorized to carry out the program are made 
directly to the Foreign Operations Administration, not to the Department of 
Agriculture, for transfer to a foreign operations agency. 

(b) United States voluntary relief agencies would be used to the maximum 
extent possible to insure that the food will get to people who really need it 
and who lack the purchasing power to buy normally. 

(c) A special appropriation would be authorized for famine and urgent 
relief needs. 

(d) Commodity Credit Corporation would be reimbursed for such of its 
stocks as might be used in the program at the rate specified in the Agricul- 
tural Act of 1949, that is at current support loan level plus carrying charges 
plus 5 percent. This provision is greatly to be preferred to the provision in 
other similar bills which require that all expenses connected with the pro- 
gram be paid from Commodity Credit Corporation funds, and that the expend- 
itures be made up by cancellation of notes by the Treasury. 

By the former method, the costs of the program are charged in the public mind 
where the charges properly belong—that is, to foreign policy and national secu- 
rity appropriations rather than to farmers and farm programs, as would be the 
case where the expenses of the foreign distribution program is carried as loss 
and capital impairment of Commodity Credit Corporation. 
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I strongly recommend that your committee include the provisions of the Farm 
Trading Post Act as a separate title in the comprehensive legislative proposal 
that you intend to draft for submission for passage by this session of the Congress. 

With the local or so-called soft currencies received under this program, the 
United States can help democratic nations to increase production and living 
standards, and thus contribute to world political stability, military strength, 
closed economic integration, and to the ultimate attainment of a permanent 
peace. 

The average per person real income in the United States is $1,900 per year. 
This level is approached only by such countries as Switzerland, Canada, Aus- 
tralia, New Zealand, and Sweden. Real income per person in England is half 
that of the United States; French per person income is two-thirds that of Eng- 
land: and Italian is only two-thirds that of French. 


United States____._.__ $1, 900 
England _ : 950 
France 625 

450 


In most of the rest of the world income and standards of living are very low, 
averaging around $125 per person per year in South and Central America, $75 
per person in Africa and Middle Bast, and $40 per person per year in Asiatic 
countries. 

The United States has 6 percent of the world’s people and 50 percent of the 
world’s income and 50 percent of its productive capacity. Similar figures for 
the continents of the world are: 


| 
Percent of— 
World’s World’s 
people income 


Continent 


Africa... . 
South America 
Asia-.. 

Europe outside Russia 
U.S.8S.R 


If history teaches anything, it is that situations of this kind cannot long endure. 
History has a way of removing barriers and evening off such extremes of 
economic opportunity. It behooves the United States to see that the eveningup 
comes about by expanding economic opportunities in other nations—not reducing 
our own living standards. 

The United States can use its abundant food and fiber production to help raise 
incomes and living standards in other nations by aiding them in promoting more 
rapid economic development and through direct money aid and assistance. 

More than a third of the world’s people live in the United States, Western 
Europe, and other democratic nations that are relatively well developed and 
have fairly high incomes and living standards; another third live in countries 
behind the so-called Iron Curtain dominated by Soviet Russia and its police 
state system of control. 

The remaining third of the world’s people—almost 1 billion of them—live in 
nations that have not yet made up their minds about democracy. These are the 
people of South and Central America, Southeast Asia, Africa, and the Middle 
East. Here “stomach communism” holds out a glittering lure with its false 
promises of enough to eat. 

These nations have not attained the economic development and higher living 
standards easily possible with modern technology and organization. Poverty 
is the rule as the figures below indicate. 
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Per-person average annual real income in selected countries 


{Figures from United Nations publications] 
{For comparison: United States figure is $1,900] 


SOUTH AND CENTRAL AMERICA 


Thailand Berean $56 | Argentina 


Afghanistan 50 Venemole 
parmse_..._...= Sei ete 36 


Geyion ; oe) eg | Uruguay 
India_ Me Be 57 | Bolivia 
ae “ mele 25 | Brazil 
sapan........ ee ae 100 Chi 

Tas satan cihineatetteeillianaintd dicaciaiaee tie anlits 
South Korea_____ cette tries 35 Cobeusinie 
Philippines_____-_ a le eae 44 olomdla 
| Cuba 
Equador 
Guatemala 
Ethiopia Haiti 
Iran 

Mexico 


Lebanon. 125 | Paraguay 
SE teenies aides / 61! Peru 


The United States needs to adopt policies and programs to use the abundant 
production of our farms to help these 1 billion people to join the human race 
and get away from their poverty, starvation, and nakedness. Enactment of the 
farm trading post bill as part of the comprehensive Agricultural Act of 1954 
will be a big step in the right direction. 

In addition to the farm trading post bill I urge you to incorporate in the com- 
prehensive bill the provisions of H. R. 7546, introduced by Mr. Whitten, which 
would direct the Secretary of Agriculture to sell CCC stocks in world markets at 
competitive, rather than prevailing, prices. 


EAST AND MIDDLE AFRICA 





MARKETING AGREEMENTS AND ORDERS 


We favor the proposed legislation to extend authority to use marketing agree- 
ments and orders to producers of additional farm commodities in addition to 
those now covered. For many commodities, particularly those that make up 
a sizable percentage of farm income in my State of Colorado and other irrigated 
areas of the West, marketing agreements and orders are a desirable supplement 
to Government price-support purchases as a method of protecting the income 
of family farmers and establishing the basis for orderly marketing operations. 
We also support the provision that would authorize continuous operation of a 
marketing agreement or order once it had been established by the producers of 
a particular commodity. It may be that safeguards may be needed to prevent a 
small group of producers from monopolizing a small industry to the detriment 
of other potential producers of that commodity or of consumers. 


Mr. Parron. May I next present Mr. Fred Haiduk, president of the 
Texas Farmers Union. I would like to say further that Texas is the 
birthplace of the farmers union founded in 1902. I am especially 
pear to present Mr. Fred Haiduk, the president of the Texas 
‘armers Union. 

The Cuamman. We will be pleased to hear from him. 


STATEMENT OF FRED HAIDUK, PRESIDENT, TEXAS 
FARMERS UNION 


Mr. Haipvux. As president of the Texas Farmers Union, I wish 
to associate myself with and endorse the statements of farmers union 
representatives who preceded me before this committee. 

The farmers in my State are seriously concerned over the downturn 
in prices of agricultural products they produce. They are concerned 
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over the fact that the responsibility for producing abundantly the 
food and fiber needs of the Nation has been placed squarely on their 
shoulders. They are concerned because they are now about to be 
punished for their productive efforts through the lowering of sup- 
port prices as proposed by Secretary of Agriculture Benson. 

Farmers of my State and of the Nation are alert to the much 
talked about and little done about problem of overproduction. They 
are asking themselves whether 90 percent of parity price supports are 
the cause of the so-called surpluses and whether Mr. Benson’s sliding 
scale for agricultural price would solve the problem. The answer to 
both questions, arrived at by the majority of Texas farmers, in my 
opinion is “No,” 

Rather, they believe that the basic problem which faces agricul- 
ture is that of underconsumption and not overproduction caused by 
parity prices and parity income. Is it not better for the country 
to have full farm production instead of a program of scarcity result 
ing in reduced output, with the possibility of considerably higher 
prices for consumers ¢ 

If we agree—and I think we do—that the farmers’ tendency to 
produce abundantly is basically right, then let’s get about the job 
of solving the overproduction, underconsumption problem. I don’t 
think this committee needs any convincing on the need for expanding 
food consumption here at home and abroad. I strongly urge, there- 
fore, that the bill you report provide for a farm-trading post program 
to expand exports of United States farm commodities through sales 
at world market at or below world price for dollars and soft cur- 
rencies and by donations to relieve starvation, hunger, malnutrition, 
nakedness, and to promote economic development. 

I urge, in addition, the adoption of one of the proposed domestic- 
food allotment or certificate plans to increase the purchasing power 
of low-income consumers and the unemployed, relief recipients, and 
the aged to enable them to buy more beef, dairy products, cereals, 
and other farm commodities that are being produced in abundance. 

My first emphasis on expanding consumption and stabilizing farm 
income is directed toward maximizing the quantity of agricultural 
products which flow through normal market channels. Further 
emphasis is needed, however, to cope with underconsumption. Atten- 
tion should be given also to expanding food consumption through 
domestic programs. 

We certainly need to expand our school-lunch program because 
of the important part it can play in improving the health of school- 
children. This program also is an excellent outlet for highly perish- 
able commodities where in spite of the best possible planning sudden 
changes in weather may glut the market. 

The school-lunch program is still not available to more than two- 
thirds of the schoolchildren that need and would benefit from it. 
It is a deplorable situation when out of approximately 35 million 
children of school age only about 10 milfion are participating. 
Some program should be developed whereby every school desiring 
Federal assistance for this purpose would get it. You are no doubt 
aware that a cut of more than $15 million in the school-lunch program 
is proposed by Secretary Benson. With the proposed reduction in 
the appropriation for 1955 and an increase in the number of partici- 
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pating children, which we believe to be inevitable, the Federal con- 
tribution per child will amount to as little as 2 or 3 cents. More- 
over, the reduction in the appropriation for next year completely 
eliminates section 6 purchases of food items for distribution to the 
States. Food items currently purchased under this section and made 
available to participating schools include orange juice, grapefruit, 
canned tomato paste, canned peaches, and dried apricots. 

If we are sincere in our efforts to aid in maintaining an adequate 
nutritional standard for all our people, we must face the fact that 
even in good times there are several million families in this Nation 
who do not have sufficient income to purchase adequate diets. This 
problem needs special attention during this period of increasing 
unemployment and economic deterioration. The way to attack this 
problem is through the establishment of a food-allotment or cer- 
tificate program. 

An early launching of this program would do much to convince 
business that we are going to follow through in our intent to keep food 
consumption at a high level. This action would have the effect of 
bolstering our sagging economy. Moreover, it would be most effective 
as a preventative measure in forestalling a depression. 

But unless farmers receive for their foods and fibers a price that will 
enable them to meet the high, rigid costs of the goods and services they 
buy, such a program as I have outlined above will be ineffective. 
American farmers can produce enough food to feed this country, but 
they certainly cannot produce it for long if they receive disaster level 
prices for their crops. 

Therefore, to assure this Nation of a continuing abundance of food 
and fiber, to assure it of a healthy, sound agricultural economy, and to 
assure wise and full use of the abundance we can and have produced, 
the Texas Farmers Union strongly recommends extension of manda- 
tory 90 percent of parity price supports for basics along with enact- 
ment of similar mandatory price supports for rye, oats, barley, grain 
sorghums, soybeans, cottonseed, and flaxseed at a fair, scientific feed 
value equivalent to corn at 90 percent of parity. 

Historically, farmers union has been for full, 100 percent of parity 
for all family-farm-produced commodities. We are still for it. But 
we realize that certain forces operating in the political scene have 
virtually scotched all chances for the farmers of this Nation immedi- 
ately to attain to receive full 100 percent of parity. These same forces 
are now working desparately to kill 90 percent of parity, and it is at 
this point that farmers union has drawn its line of resistance. 

Milk, butterfat, and beef cattle should also be supported at. 90 per- 
cent of parity and the Secretary of Agriculture should be given the 
authority to use parity production payments to accomplish one-fourth 
of the necessary support. Farmers likewise need marketing agree- 
ments and orders to benefit fruits and vegetables not covered. 

Proposed marketing facilities loan legislation should be adopted 
as should proposed domestic food allotment certificate plans. The 
agricultural conservation program legislation should be renewed and 
a conservation payment incentives program for diverted acres should 
be passed. 

As I mentioned in the beginning we need to expand exports of 
United States farm commodities through international trade. We 
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know the great concern of the members of this committee and Congress 
as a whole over this matter. As a solution to the problem, farmers 
union urges that you give consideration to legislation providing for 
international exchange of commodities in ways that will promote 
economic expansion, stabilize supplies and protect producers of food 
and other raw materials. 

We believe the best way to do this is through (1) the establishment 
of an international raw materials reserve in conjunction with the world 
bank; (2) the negotiation of additional international individual com- 
modity agreements similar to the International Wheat Agreement, and 
(3) extension of Rec iprocal Trade Agreements Act with provision to 
protect operation of United States “farm price support programs. 

The farmers are eager to cooperate with you in your future action 
on the policies and programs affecting agriculture. We realize the 
responsibility of the committee is serious and difficult. But we have 
confidence that the legislative program you draft will be in the interest 
of all farmers. 

Thank you. 

The Cuarrman. We thank you very much, Mr. Haiduk. 

Mr. Parron. Mr. Chairman, before I present Mr. Talbott, I would 
like to request that I be permitted to file a statement of Mr. Edwin 
Christianson, president of the Minnesota Farmers Union, who became 
ill and could not be here. His statement covered the dairy phase of 
our recommendations and Mr. Talbott will deal with those, but I would 
like permission to file his statement and that of Mr. Albert Hopkins, 
president of the Arkansas Farmers Union, who could not be here, if 
I may. 


The Cuatrman. I think Mr. Christianson’s statement has been 
passed around to the members. Without objection, the two state- 
ments by Mr. Christianson and Mr. Hopkins, will be made a part of 
the record at this point. 

(The statements are as follows :) 


FARM AND Foop Po.Licy 


STATEMENT OF EDWIN CHRISTIANSON, PRESIDENT, MINNESOTA FARMERS UNION 


My name is Edwin Christianson. I am president of the Minnesota Farmers 
Union. 

I wish to associate myself with and endorse the entire farmers union state- 
ment presented here today. 

Deliberate lowering of farm prices would solve none of the problems for which 
it is being proposed asa cure. Rather the flexible support system would acceler- 
ate the farm price slump. 

The theory of flexible supports is that through lowering prices in the face of 
surpluses, we will discourage production, cut surpluses and encourage consump- 
tion. On isolated commodities, this might prove true. But when the general 
price level drops—as it would under flexible supports—there would still be no 
significant change in the price relationships and nothing to be accomplished by 
changes in production. 

Agricultural records of the years 1919-22, 1930-32, and 1936-39 show that when 
farm prices went down, farm production went up. 

As for increased consumption of farm products, the records of these same years 
show that consumption rose a maximum of 3 percent. 

Nor did lower farm prices cut down surpluses. During these same periods, 
the wheat carryover rose—as much as 71 percent in the 1936-39 period. 

Statistics bear out the fact that consumers will provide a strong demand for 
food at prices which will return parity for farmers. The increase in food con- 
sumption as farm prices drop below parity is very small. 
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That’s because there are several million families in our country whose incomes 
are inadequate to provide them with the amount of food a sound minimum diet 
requires. Farmers can produce this needed food, but they cannot provide it for 
these low-income families and stay in business. Farm costs are high and rigid 
and farm prices must be high and rigid to meet these costs. 

There are 162 million persons in our country. I hope we may never see the 
day when because of unwise production restriction, or because of a deliberately 
planned unwise ratio of price assurance to the high rigid costs which farmers 
have to meet, that we will face actual and serious food deficits such as those 
which haunt Europe and Asia. 

There is no such thing as having exactly enough food. The other side of the 
food surplus coin is an actual shortage of food. 

Last year 12 billion pounds of milk were produced—an increase of 6 percent 
over 1942. Nonety percent of parity price supports were blamed for this, but 
the truth is that most of this increased milk production did not come from 
principal dairying areas. Rather it came from States margin to the principal 
dairy States such as North Dakota and Montana. North Dakota, for example, 
increased its milk production 14 percent in 1953. There is increasing evidence 
that grain and livestock farmers are going into the dairy business not because 
milk support prices are too high, but because announced supports on rye, barley, 
and oats were too low and are threatened if further drops of the sliding scale are 
adopted. 

The administration argues that cutting dairy supports from 90 to 75 percent 
of parity will increase consumption. Let’s look at the facts. 

Giving everyone the benefit of the doubt, let’s assume that a 90 to 75 percent 
of parity cut in dairy product support prices will be fully reflected in consumer 
prices. Butter would then drop 8 cents a pound, dried milk 14 cents a pound, 
and whole milk 2 cents a quart. 

Departments of Health, Education, and Welfare, and Labor statistics show 
that among the 75 percent of our population, who have family incomes of $3,500 
and up, the consumption of dairy products is at or above minimum dietary 
standards, and that in this income group, milk, butter, and cheese consumption 
does not fluctuate with price. 

But in those families with incomes below $3,500 (including old-age pensioners, 
those drawing unemployment compensation, etc., the consumption of dairy 
products drops sharply below minimum requirements. If all of these people 
consumed enovgh butter, cheese and milk for bare, minimum dietary adequacy, 
we would have immediate need for between 150 to 160 billion pounds of annual 
milk production—an increase of 20 percent over the amount produced last year. 

It is evident that at 75 percent of parity dairy farmers will go bankrupt and 
there will be no appreciable increase in milk products consumption. 

Therefore, we should accept as sound public policy a domestic food allotment 
program whose aim would be to make available the health protective foods in 
this entire area of underconsumption caused by inadequate consumer income. 

When this is done, we shall need expansion of the entire dairy, livestock, and 
poultry industry by about 20 to 25 percent over 1953 production. An expanding 
livestock industry will provide sound need for the use of diverted wheat and 
cotton areas in the production of more oats, barley, and grain sorghums. An 
expanding dairy herd will also need expansion of the high protein feed supple- 
ments—linseed meal, soybean meal and cottonseed meal. On this foundation, 
90 percent of parity price supports can be easily extended to basic commodities 
without building up unmanageable surpluses. 

The domestic food allotment program, already introduced in several bills, 
should be combined with H. R. 8359 which is entitled the Dairy Products 
Marketing Act of 1954. Together, these two acts would assure 90-percent of par- 
ity returns to the producer without heavy Government purchases or storage. 
Here’s how the plan would work: 

Prices of dairy products would be allowed to find their own level in the open 
market to a certain percentage of parity. The support levels to producers would 
be set by law at not less than 90 percent of parity. If the statewide average 
price received by farmers for butterfat or milk were below the support level in a 
given month, the farmer would be entitled to a production payment sufficient 
to bring the farmer’s total return up to 90 percent of parity. This plan, in com- 
bination with a domestic food allotment act, would do these things for dairy 
products: 

1. Support them at not less than 90 percent of parity. 
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2. Enable consumers to benefit from the abundant production of milk and 
butterfat. 

3. By issuing special food allotment certificates to low income consumers, 
unemployed, and elder citizens, no so-called surpluses would pile up in Gov- 
ernment warehouses and America’s most needy people would have the purchas- 
ing power to buy the protective foods needed for adequate nutrition. 

In 1932, with a per capita income of $381, the food expenditure was 24 percent 
of that. In 1950, when personal income averaged $1,339, food expenditure was 
26 percent. Thus, when the farmer is the best off, the consumer is also spend- 
ing more of his income for food. This discredits the theory that parity prices 
drive away the consumer. 

In the current debate over farm programs, so-called high rigid supports are 
blamed for creating surpluses of farm products. Although flexible su) ports and 
low prices would certainly not rid us of these surpluses, let’s see just how ter 
rible, dangerous, and burdensome these reserves of food and fiber really are. 

On last July first we had a carryover of wheat of 559 million bushels. We had 
larger carryovers in 1941 and 1942. 

On that same date we had the smallest carryover of oats since 1950; the 
smallest carryover of barley since 1939; the smallest carryover of flaxseed since 
1947. 

On October 1, 1953, we had a carryover of 763 million bushels of corn. We 
had larger carryovers than this in both 1949-50. 

We should maintain a carryover that would get us through one bad crop year, 
but the administration has in effect production controls at a time when there 
is grave doubt that these controls should be enforced. 

I say grave doubts because (1) unsettled international conditions require a 
large food reserve and (2) severe area drought conditions in 1953 threaten to 
become general in 1954. 

Present control laws should be amended so we have a Carryover equal to 1 
year’s domestic and export needs on major grains. Imported grains should 
be isolated and not counted in determining whether acreage controls are nec 
essary. 

More than 100 million acres of cropland lie in an area which has received 
less than 50 percent of normal precipitation during the past winter. If the 
drought persists, we could lose 40 percent of our crops of corn, wheat, oats, and 
barley. 

A surprise enemy attack, or the use of the newer types of hydrogen bombs or 
warfare chemicals such as nerve gas, indicate the necessity of a national safety 
reserve. 

sut instead of the set-asides, which are intended to be eventually consumed, in 
the draft legislation before your committee, I urge you establish a definite pro- 
vision for a national strategic and critical material stockpiling act providing for 
at least 5 million bales of cotton and 500 million bushels of wheat. To the extent 
that stocks of the CCC are transferred to the set-aside national stockpile, the 
CCC would be reimbursed for such stocks at the rate established for domestic 
sales in the Agricultural Act of 1949. 

Regarding acreage controls, we believe it is logical to divert these surplus 
acres into soil conservation practices so that they do not contribute to surpluses 
or other crops. 

The Marshal-Anderson-Humphrey-Thye bill provides for a diversion payment 
to the farmer in an amount based upon the support level of the crop and the pro- 
duction history. 

We also support the enactment of legislation along the lines of the conservation 
incentive payments to encourage farmers to use diverted acres for soil building 
purposes as proposed in the above-named legislation. 

National Farmers Union is stanchly in support of the proposed legislation to 
extend the authorization of the Federal agricultural conservation practices pro- 
gram. However, we do not feel that this program would be either workable, 
effective, or efficiently administered if half of the States operated the program on 
a State grant-in-aid basis while the program was operated as a direct Federal 
program in the remaining States. 

I wish to thank the committee for this opportunity to appear. 

I own a farm in Polk County which I operated for many years up to the time 
3 years ago when I assumed the presidency of the Minnesota Farmers Union. I 
have rented out my farm since moving to St. Paul in 1951. 


88490—54—pt. 19 -28 
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I think it is important in this year of critical decisions on farm policy, that 
we do not trade off a workable program for one which would create more prob- 
lems than it would solve. I wish to associate myself with, and endorse, the 
statements of other National Farmers Union representatives, who are appear- 
ing here with me today. 

Deliberate lowering of farm prices would solve none of the problems for which 
it is being proposed as a cure. Rather, I am afraid, the flexible support system 
would rapidly accelerate the farm-price slump. Farmers are already in economic 
trouble at present prices. I do not see how anyone can argue that the farmer’s 
position will be improved by cutting his prices and his income. 

The theroy of flexible supports is that lowering the price support in the face 
of surpluses will discourage production, cut surpluses, and encourage con- 
sumption. 

If on isolated commodity were to change in price while others remained rela- 
tively constant there might be some discernible effect on production. But when 
the general price level drops as it would under the flexible system there would 
still be no significant change in the price relationships and nothing would be 
accomplished respecting changes in production. The only result would be to lower 
farm prices and farm family income and set up a deflationary factor in the 
general economy. 

Going back into the official Government agricultural records, we see that 
from 1919 to 1922, the index of all farm prices received dropped 40 percent. At 
the same time, if the flexible theory was correct, we should have seen a definite 
drop in production. Actually, despite this 40 percent dip in prices, production 
went up 1 percent. 

From 1930 to 1932, the index of all farm prices received dropped 57 percent 
and at the same time gross farm production went up 4 percent. 

From 1926 to 1939, the index of farm prices received dropped 17 percent but 
production showed a gain of 18 percent. 

Obviously, individual farmers felt they had no recourse but to increase pro- 
duction so that they would have more units to sell at the lower price. 

Now, what effect did the lower prices in those same periods have on food 
surpluses? 

Using wheat as an example, we see that from 1919 to 1922 the wheat price re- 
ceived by farmers (national seasonal average price) dropped 50 percent but the 
carryover of wheat went up 11 percent. 

From 1930 to 1932, the wheat price dropped 62 percent while the wheat carry- 
over Went up 23 percent. 

From 1936 to 1939, the wheat price dipped 33 percent while the wheat carry- 
over went up 71 percent. 

We see from those figures that the lower price level had no effect towards 
reducing the surplus, but in fact failed even to stop the trend to a greater 
surplus. 

Now, to apply the third test and see whether lower prices, as contemplated 
in the theory of flexible supports, have any important effect toward encouraging 
consumption. 

From 1919 to 1922, we had a 40-percent drop in the index of all farm prices. 
During the same time, theoretically according to the flexible experts, we should 
have had a sharp increase in consumption. Actually, consumption went up 
only 2 percent, certainly not enough to have much bearing on prices. 

From 1930 to 1982, when we had a 57 percent drop in farm prices, we actually 
had a 1 percent drop in consumption. The lower prices did not increase the net 
consumption. 

From 1936 to 1989, when we had the 17 percent drop in farm prices, we had 
a three-percent increase in consumption. 

History bears out the fact consumers will provide a strong demand for food 
at prices which will return parity to the farmer. The increase in food con- 
sumption which will result as farm prices recede below the parity level is very 
small, 

Here is why—there are several million families in our country*whose incomes 
are inadequate to provide them with the amount of protective foods a sound mini- 
mum diet would prescribe. Farmers can, and they have, produced the food that 
is needed, but farmers by themselves cannot supply this food at prices these 
low income families can pay. Farmers costs are very high and rigid, therefore, 
the price for raw farm products must be comparably h'gh and comparably rigid 
or farmers will quickly lose their ability to produce at all. 
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There are 161 million people in our country and that number increases annually 
about 2,600,000. I hope we may never see the day because of unwise production 
restrictions or because of a deliberately planned unwise ratio of price assurance 
to the high rigid costs which farmers have to meet, that we will face actual and 
serious food deficits. All of the countries of Asia and most of the countries of 
Europe have had as their principal problem for many years, some of them for 
many generations, too little food to maintain the health of their people. 

There is no such thing as having exactly enough food. Remember always, that 
the other side of the food surplus coin is an actual shortage of food. 


DAIRY SURPLUS? 


In 1953 we produced about 120 billion pounds of milk and this was an increase 
over 1952 milk production of about 6 percent. Sliding-scale advocates have used 
this 6 percent increase as one of its principal arguments that 90 percent of parity- 
price supports were too high and therefore induced uneconomic increased wutput 
by dairy farmers. The further argumeut used in support of the decision to 
reduce these dairy supports from 90 to 75 percent of parity was that this would 
eliminate the incentive for unneeded expansion of milk production, while at the 
same time reduced prices at the consumer level would induce great expansion in 
consumption thereby eliminating the problem of the so-called unmanageable sur- 
pluses of butter, cheese, and dried milk. 

Here are the facts: The increase in milk production did not come in any sub- 
stantial amount from the area of principal dairy production. There is no evi- 
dence that the increase was induced by the high dairy support prices. 

The increases came in substantially total amount from the States which are 
marginal to the principal dairy States. To illustrate—the Dakotas and Montana 
greatly increased dairy production. North Dakota, for example, increased milk 
production 14 percent in 1953 over 1952. There is practically no evidence that this 
increase came because dairy supports were too high. 

There is, on the other hand, a great body of evidence that the grain and live- 
stock farmers of the Great Plains area, who normally milk 3 or 4 cows to supply 
the family needs for butter, cream, and milk, are now milking 10 to 15 and 20 
cows. 

They are not doing this because dairy price supports are too high, but because 
of the poss bility of lower supports on wheat, corn, and cotton, plus the further 
possibility that these crops may go on the new lower parity price formula if this 
Congress does not act to extend present legislation. All of the evidence is that 
the increased milk production in 1953 resulted from feed grain and beef farmers 
needs for supplemental income because price supports for their normal produc- 
tion are either nonexistent or too low in relation to their extremely high rigid 
costs. 

There is no evidence in our history that will support the theory that reducing 
dairy supports to 75 percent of parity will stop or slow down this trend. On the 
contrary, there is great historical evidence that the present trend will continue 
to accelerate. 

Let us now examine the administration’s theory that reducing dairy price 
supports from 90 to 75 percent will result in substantial increases in consumption. 

First, as the 90-percent-price-support program was administered by the Secre- 
tary in 1953, farmers actually received about 82 percent of parity. If the 75-per- 
cent program is administered the same way in 1954 dairy farmers can expect to 
receive about 67 percent of parity. 

The national average price received by farmers for manufacturing milk in 1953 
was about $3.60 per hundredweight. We can expect it to average about $2.90 per 
hundredweight in 1954. Butterfat prices to farmers can be expected to drop to 
10 cents per pound as a minimum and more probably 12 cents per pound. Where 
dairy farmers in a milkshed are receiving 9 cents per quart for grade A while 
milk, cutting supports to farmers mean 7 to 7% cents per quart instead of 9 cents. 
All margins between farmers and consumers are fixed on a unit, not a percentage 
basis; therefore, the maximum reduction to the consumer would be from 27 to 
25 cents per quart. Butter prices at retail could be reduced a maximum of 8 cents 
per pound. 

There is no evidence in history to support the theory that these reductions in 
farm prices will be fully reflected by the trade to the consumers. 

Let us, however, give everyone the benefit of the doubt and against background 
of the known rigidity of the administered prices and margins between farmers 
and consumers. Let us assume that the cut in farm-support price from 90 to 75 
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percent will be fully reflected to consumers. That would mean a reduction of 
8 cents per pound on butter, 14 cents per pound on dried milk, and 2 cents per 
quart on whole milk. 

All of the consumption statistics in the Department of Agriculture, the Depart- 
ment of Labor, and the Department of Health, Welfare, and Education, which 
have been assembled over a long period of years, seem definitely to indicate that 
among the approximately 75 percent of our population who have annual family 
income of $3,500 and up, the consumption of the protective foods, principal among 
which are dairy products, is at or above the minimum standards of dietary ade- 
quacy and that consumption of milk, butter, and cheese in these income areas 
does not measurably fluctuate with increases or decreases in price. Therefore, 
there is no evidence that consumption of these income levels will increase in any 
measurable amount even if the trade fully reflects at the consumer level the 
maximum possible reductions in price which I mentioned a moment ago. 

‘These same agencies of Government have voluminous consumption statistics 
which show that in the next annual family income bracket below $3,500, the con- 
sumption of the protective foods (again principally dairy products) drops sharply 
below the minimums prescribed by our nutrition experts for a sound diet, and 
the further down the income scale you go, the consumption of the protective 
foods, including dairy products, continues sharply to decline clear down to the 

anishing point. 

The consumption statistics also show that if all of those in the lower than 
$5,500 annual income brackets (and this includes old-age assistance, those draw- 
ing unemployment compensation and social-security payments and other groups, 
in addition to part-time workers) consumed only enough butter, cheese, and 
milk to bring their diets up to the bare minimums of dietary adequacy, we should 
have immediate need for between 150 and 160 billion pounds of annual milk pro- 
duction, an increase of 20 to 25 percent over the 120 billion pounds produced in 
1953, with a consumption of 113 billion pounds in round figures, leaving a so- 
called surplus of about 7 percent of the total 1953 production. 

It is clearly obvious that the maximum possible price reductions at the con- 
sumer level, based on 75 percent price supports to farmers will not bring about 
increased consumption in the only income areas where we have underconsump- 
tion. 

It is equally obvious that dairy farmers will rather quickly go bankrupt at 
returns to them, reflective of 75 percent of parity prices. 

The record shows that farmers cannot produce with high rigid costs and sell at 
prices low enough to make butter, milk, and cheese available in the income areas 
where serious underconsumption and malnutrition really exist and, finally, it 
must be completely clear that we do not have overproduction of dairy products, 
but that in reality we have underconsumption (by reason of consumer income 
deficiency) below the minimum standards for dietary adequacy in an amount 
that equals 20 to 25 percent of our total 1953 milk production. 

The argument that we have overproduced and that the sliding scale of price 
supports to farmers can and will resolve the problem has no statistical or histor- 
ical evidence to support it. 

What is true of milk and butterfat is, also, true of beef cattle and calves, 
egos, chickens, and lambs. 

We must accept as sound public policy the establishment of a “domestic food 
allotment” program, the purpose and objective of which must be to make avail- 
able the health protective foods in this entire area of underconsumption which 
relates to inadequate consumer income. 

These protective foods must be made available in sufficient amounts to meet, 
at all income levels, sound minimum dietary standards, 

When this is done we shall need expansion of the entire dairy livestock and 
poultry industry by about 20 to 25 percent over 1953 production. 

An expanding livestock industry will provide sound need for use of diverted 
wheat and cotton areas in production of more oats, barley, and grain sorghums. 
An expanding dairy herd will also need expansion of the high protein feed sup- 
plements—linseed meal, soybean meal, and cottonseed meal. ; 

On this foundation, we can extend the mandatory minimum price supports at 
not less than 90 percent of parity on the basic commodities, on dairy products, 
and mandatory feed-value equivalent price supports on the competitive and 
supplemental feeds without taking any risk whatsoever of building up unman- 
ageable surpluses. 
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DAIRY PRICE SUPPORTS 


A plan in some such form as the domestic food-allotment program incorpo 
rated many bills that have been referred to your committee should be combined 
with the plan (H. R. 8359), which is entitled the Dairy Products Marketing 
Act of 1954. 

This plan in combination with the domestic food-allotment program would 
assure 90 percent of parity returns to the producer without depending primarily 
upon heavy Government purchases and storage. 

This is how the plan would work: 

The prices of dairy products would be allowed to find their own level in the 
open market down to a certain percentage of parity. I suggest a leeway of 
about 7% percent. The support level to producers would be set by law at not 
less than 90 percent of parity. If the Statewide average price received by 
farmers for butterfat or milk was below the support level in a given month, the 
farmer would be entitled to a productive payment sufficient in size to bring the 
farmer’s total return up to 90 percent of parity. 

For example, if the average price received in Minnesota in a given month 
was 85 percent of parity, producers would be entitled to file an application for 
a production payment equal to 5 percent, bringing the total return up to the 
support level of 90 percent. 

If this combination domestic food allotment and production payment plan 
for dairy products were adopted it would do these things: 

1. Support returns to dairy producers at a level of at least 90 percent of 
the parity price. 

2. Enable also, consumers to benefit from the abundant production of milk 
and butterfat. 

3. Though issuing special food-allotment certificates to low-income consumers, 
the unemployed, the older citizens and to relief recipients, two important pur- 
poses would be attained. 

(a) No so-called surpluses would pile up in Government warehouses, and 

(b) America’s most needy people would have the purchasing power to buy 
the dairy products and other protective foods needed for adequate nutrition. 

These same principles can and should be applied to all the perishable pro- 
tective food products. 

We have approved and endorsed application of the production payment prin- 
ciple of support for wool and sugar—we urge a broader application to other com- 
modities, including dairy products. 

With programs of this type in effect, I do not believe that farm products will 
ever price themselves out of the market at full parity. As long as there are de- 
pendable supplies at stable prices, farm products will enjoy a high per capita 
consumption. 

Let me cite you an important figure. During the years from 1929 to 1952, the 
American people averaged an expenditure of 24 percent of their disposable per- 
sonal income for food; 24 percent is the average. Significantly, during the 
entire period, the per capita percentage spent for food has varied only slightly 
from that average figure. 

In 19382, when we had a per capita personal income of $381, the food expendi- 
ture was 24 percent. In 1950, when the personal income averaged $1,339, the 
food expenditure was 26 percent. Thus, we see that the normal percentage the 
people will spend for food is about one-fourth of their income. 

Now, in all the years from 1929, the national-parity ratio was always under 
100. And from 1942 to 1952, the farm-parity ratio was continuously over 100. 

Whatever little upward variation there has been in the per capita expenditure 
for food has been in the past 10 years. At the time when the farm-parity ratio 
was the highest, the per capita percentage spent for food was also the highest. 
In 1947, the parity ratio was at 115 and the per capita percentage spent for food 
was 28 percent—both of these were all-time record high figures. 

When the farmer was the best off, comparing his farm prices against his farm 
costs, was also the time when the consumer was able to spend the largest share 
of his income for food. 

I think that pretty well explodes the idea that parity prices will drive away 
the consumer. It also indicated to me that, considering the level of personal 
income today, the consuming public is entirely able to buy food at prices which 
will reflect parity to the farmer. 

I think abundant production at parity prices is best in the long run—best 
for the farmer and best for the consumer. 
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These are general criticisms of flexible supports. Let us approach them now 
from the standpoint of the individual farmer. 

The reasonable expectation is that when the farmer has his best crop, he will 
be getting the lowest support. When he has his poor crop and the general sup- 
ply is low, the price will usually be above the support level because of the 
searcity. Thus, he will have the least support when he needs it the most and the 
highest support when he does not need it. 

Because of the sliding-seale features of the flexible theory, such supports tend 
to follow the market rather than to establish a floor for the market. 

From a practical standpoint, we see that flexible supports are very little, if 
anything better, than to reliance upon the open market. 

The floor under farm prices would be 75 percent of parity on the basics, 75 
percent of some nonbasics, 60 percent on other nonbasics, and no floor at all 
under some commodities. 

It is sometimes asked, wouldn’t it provide more income in the long run for 
farmers if they were to sell a greater volume at lower prices. 

The difficulty with such reasoning is that the individual farmers are already 
doing about the best they can with their land, livestock, and facilities. They 
are getting something near the peak output. Therefore it means that the indi- 
vidual would only be faced with lower income as the result of the lower prices. 

A second problem is that while lower prices might encourage some additional 
production, the added production would tend to force the prices even lower. 

It is a fact that when farmers, as a whole, market more of a commodity the 
price received per unit drops faster than the increase in the amount marketed. 

If farmers could add 10 percent to their present production with only a 1 or 2 
percent drop in price, they could gain themselves an increased net income. 

However, in actual practice, a 10 percent increase in production at times of 
plentiful supplies has caused the market price to drop as much as 20, 30, or even 
50 percent. The gain in sales in such cases is always outdistanced by the drop in 
prices. 

The net effect of lower prices, here as with flexible supports in general, cannot 
be anything but lower income for the farmer. 

We know that farmers must have prices averaging near full parity to make 
progress on their farms. We know that they cannot go down to an average 
of 75 percent of parity without real trouble. 

I had a letter recently which explains parity in the terms of an individual 
farmer’s experience. 

This man wrote and asked me to explain how parity was figured. ‘As I see it, 
we are not getting parity,” he wrote. 

He told how in 1948, he sold 1 cow and bought a $300 manure spreader; today, 
he said, he would have to sell 3 cows to buy a comparable machine. 

Also in 1948, he had 12 Government bonds which he had purchased at $75 each. 
He cashed these in and took the proceeds of $900 and bought a tractor. Had he 
held the bonds to maturity, he could have gotten $1,200 but if he wanted to buy the 
same tractor today he would have had to take another $600 from his pocket 
and add it to the $1,200 to equal the purchase price. 

Anyone who knows farmers, knows they are pretty close lipped about their 
mortgages and their debts. The farm credit picture today is one of the leading 
indications of trouble ahead. 

In Minnesota the farm mortgage debt in 1953 was at the highest point in 9 
years—farmers owed $316 million in long-term debt. 

apethhenmn credit in 1953 was $178 million—more than 214 times what it was in 
1947. 

It was significant to me just the other day to read in the President’s Economic 
Report that farm debts today stand at 76 percent of the farmer’s current financial 
assets. 

The best answer to the credit problem is strong farm prices. If we have a 
price-support program which puts a firm floor at or near full parity under all 
farm commodities, confidence of banks and lending institutions will return 
quickly. ; 

You are all aware that farm credit was liberal during the immediate postwar 
years but that it began to tighten up immediately upon inclusion of the flexible 
system of price supports in the Agricultural Act of 1948 and 1949. With a greater 
element of risk in farming, interest rates began to climb and loan conditions and 
appraisals became tighter. There has been an uneasy condition in farm credit 
sinee that time because of the threat first in 1952 and now in 1954 that the flexible 
supports will go into effect. 
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Nothing will bring back confidence in farming quicker than if the sliding-scale 
supports are wiped off the lawbooks and we adopt a permanent farm program 
which will assure long-range stability in prices. Assure the farmer full parity 
prices and the credit problem will largely solve itself. 

Of course, that is just one man’s opinion. So, let’s go back to the record and 
see what parity in the market place really means. 

During the years 1920 to 1932, we had no direct price-support program on 
wheat. If parity in the market place was a possibility, then certainly we should 
have averaged full parity for the period. But we did not even come close. 

For those 13 years without supports, farmers received an average of 69 percent 
of parity for their wheat. 

Taking corn as another example, during the years from 1920 to 1932, we had 
no support program. During that period the national average seasonal price 
received by farmers reached parity in only 1 year. In those 13 years of parity 
in the market place farmers averaged 65 percent of parity for their corn. 

You can follow these examples right across the board. Under peacetime condi- 
tions, parity in the market place has amounted to as much as 20, 30, and 40 percent 
below parity. 

We have had a support program on wheat since 1938. Previous to that time, 
wheat averaged 69 percent of parity in the free market. Since 1938, wheat has, 
with the main exception of 1953, always been above the support level. In the 
15 years of support programs, wheat has averaged 105 percent of the loan rate. 

We have had a corn program since 1938. Previous to 1933, corn averaged 
65 percent of parity. In 20 years of support programs, corn has with only minor 
exceptions always been above the support level. Over the 20-year period, corn 
has averaged 117 percent of the loan rate. 

Rigid price supports at or near full parity do the job for which they are 
intended. ‘They establish a floor beneath which the farmer does not have to 
sacrifice his products. 

Price supports merely act as a floor. They do not constitute price fixing. 
They do not put a ceiling on farm prices. They merely enable a farmer to have 
the option of refusing to market his products at a time when the price is not right. 

The announcement of 75 percent of parity supports on dairy products will 
mean a drop of 11.8 cents a pound in the support rate on butterfat. On the 
retail level this 11.3-cent drop will mean a cut of 8% cents on manufactured 
butter. 

Such a drop in price would in a year’s time mean a loss of $35 million in income 
for Minnesota dairy farmers. 

Dairymen simply cannot operate for any length of time on 75 percent of parity. 
Some of them are going to have to quit the business and others are going to have 
to increase their production under the pressure of these prices. 

As a Nation, we cannot afford to lose our present dairy productive capacity. 
Once a farmer is out of the dairying business, he is not able to go quickly back 
into it. He will think twice about taking the long-range steps which are required 
to build up a good dairy herd especially if the matter of price is left up to the 
discretion of only one man. 

The dairy situation should be of concern to other farmers. A shift out of 
dairying is going to affect other farmers. 

The total national income from dairying is about $414 billion; 2 million of the 
Nation’s 54% million farmers sell some dairy products. 

Dairy cattle take up the feed grains from 25 million acres of crop land and the 
hay from 75 million acres of hay land. In other words, a very substantial pro- 
portion of our crop and hay production is consumed in dairy operations. 

The uncertainty and confusion which has marked the dairy picture in the past 
year has also tended to force butter into Government hands. Better quality 
butter has been going into storage leaving only the lower quality butter on the 
market, where it is doing little for us in attracting greater consumption. 

Granting that there will be serious damage to our dairying industry if the 
75-percent supports are allowed to go into effect, we have the alternative of either 
asking Congress to extend the present 90-percent supports or adopting a support 
program at the same parity level but through some other method. 


ADEQUATE SAFETY RESERVE 


In the current debate about farm programs, so-called high, rigid supports are 
blamed for creating surpluses of farm products. First of all, let us remember we 
have no such thing as high price supports. The highest support we have is at 
90 percent and that is 10 percent short of a fair price. 
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We have demonstrated earlier, that flexible supports and low prices would be 
no cure and no deterrent for food surpluses. 

We have also demonstrated that food consumption and demand is strongest 
when farmers are receiving prices which average near to parity. 

What are these terrible, dangerous, and burdensome surpluses which we hear 
about today? 

On last July 1 we had a wheat carryover of 559 million bushels. This is not a 
record carryover. We had a larger carryover both in 1941 and 1942. 

On last July 1 we had a carryover of oats of 225 million bushels, the smallest 
carryover since 1850. 

On July 1 we had a carryover of 51 million busheds of barley, the smallest 
carryover since 1939. 

On July 1 we had a carryover of 10 million bushels of flaxseed, the smallest 
carryover since 1947. 

On October 1 we had a carryover of 763 million bushels of corn. This is not a 
record carryover. We had a carryover of more than 800 million bushels in 
1949 and 1950 and as you know the supply came in very handy. 

Our corn carryover in 1950 was an all-time high of about 860 million bushels 
and the production guides for 1951, which were announced by the Government, 
called for an increase from 84 million to 90 million acres of corn. 

Considering the conditions, that was a reasonable production goal. Today, we 
certainly would be on thin ice without a corn carryover of a least 1 billion 
bushels. 

Certainly, we should maintain a carryover that would get us through one bad 
crop year. 

The administration has put into effect and persists in maintaining production 
controls at a time when there is grave doubt that these controls should be 
enforced. 

I say this for two reasons: 

(a) Unsettled international conditions require that we maintain a large food 
reserve. 

(b) Drought conditions in 1953 were severe in some areas of the country and 
threaten to become general in 1954 unless we have substantial moisture in the 
near future. 

Present control laws should be amended so that as a national policy we have a 
carryover equal to 1 year’s domestic and export needs on the major grains, and 
provision should be made that imported grains are isolated and not counted in 
the computation of when acreage controls are necessary. 

It is estimated that more than a million acres of cropland in the great South- 
west have lost most of their topsoil. 

United States Weather Bureau reports show that great stretches of farmland 
throuchout the central and southern areas of the country have received less 
than 50 pereent of normal precipitation during this past winter. More than 100 
million acres of cropland lie in this zone which have had an unusually dry 
winter. 

Let me point out that in the average year we lose only about 10 to 15 million 
acres of land which is planted to crops but is not harvested. 

In 1933 we lost 48 million acres and in 1934 we lost 44 million acres. Today, 
more than 100 million acres are in the danger zone. 

In 1934 our production of the 22 leading field crops was only 67.5 percent of 
normal production as denoted by the 10-year average from 1923-32. 

Our grain production was only 44 percent of normal production when compared 
with a base period of 1924-29. 

Crop yield per acre was down to 71 percent of normal in 1934. 


Drought effect upon crop production, 1934 


1934 crop 
production 
short of 
normal, 
1925-29 


Average National a 

Crop production, | production, P hs t 
1925-29 1934 ee 

x of normal 


Thousand | Thousand Thousand 


| 
| bushels bushels bushels 
822, 516 | 496, 000 396, 516 
Corn. } 2, 671, 069 1, 377, 126 | | 1, 293, 943 
Oats... : | 1,216, 553 | 525, 889 | 
Barley _. ; ae 241, 434 | 118, 348 | 


Wheat 
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What would happen in 1934 if there was a serious drought? 


95 sti- 2 
1953 produc- 1954 esti 40 percent 1955 estimated 
mated 


‘Top ss a rove 
tion carryover crop loss uryover 


Crop 


Thousand Thousand Thousand 
hushels | hushels bushels 
Ween as 1, 162, 000 800, 000 464,800 | 335,200,000 bushels 
Corn... 3, 200, 000 900, 000 , 280,000 | Short 380,000,000 
bushels 
Oats Peake i 1, 205, 000 225, 000 482,000 | Short 257,000,000 
bushels 
Barley - . , 7 237, 000 60, 000 94,800 | Short 34,800,000 
bushels. 


As Secretary of Agriculture Benson pointed out in his statement to the House 
Agriculture Committee, there have been 3 times within the last 20 years in 
this country when it was mighty lucky that this Nation had on hand sizable 
reserves of food and fiber commodities. The advocates of che sliding scale state 
that these reserves were the accidental byproducts of operation of the price- 
support system. But the fact remains that the Nation was fortunate in 1934-36, 
again in World War II, and again in the Korean incident that we had those 
stocks on hand. Obviously it would have been better, if those stocks had been 
set aside under the provisions of the National Steckpiling Act, as this Nation 
sets aside copper, aluminum, zinc, and other strategic commodities. 

Studies of some years ago by the Bureau of Agricultural Economics indicated 
that with the then population of the Nation, a stockpile of approximately 400 
to 500 million bushels of wheat and bread grains, 890 million bushels of feed 
grains, and about 4 million bales of cotton would be required to tide the Nation 
over a series of two moderately low-yield years followed by a bad year. These 
are conditions such as the weather forecasters expect on the average of about 
2 or 3 times each 12 years. Such a stockpile would not have allowed this Nation 
to fill its domestic and normal export meals in a series of years such as the 
drought of the 1930's. 

The population of the United States and of the world has increased since 
the BAE study was made. Moreover, contemplation of surprise enemy attack 
in this period of cold peace urges a reappraisal of food and fiber stockpile 
policies. Recent disclosures of the damage that can be wrought by newer types 
of hydrogen bombs, of the kind of warfare chemicals the papers report as being 
manufactured near Denver, Colo., and public knowledge of the possibilities 
of germ and bacteriological warfare indicate to me that prudence for national 
safety requires a better and more adequate provision for set-aside stockpiles of 
safety reserves of food and fiber commodities than has yet been contemplated. 

Instead of the proposed commodity set-asides in the draft legislation before 
your committee, which mainly presumes that the set-aside will be rapidly dis- 
posed of, I urge that you include as part of the bill a definite provision for the 
establishment under the National Strategic and Critical Materials Stockpiling 
Act a definite stockpile of at least 5 million bales of cotton and 500 million bushels 
of wheat, and a commensurate quantity of other storable farm commodities 
and storable products of perishable farm commodities. 

In my opinion, to do less is to take in this troubled period an undue risk to 
national safety. I understand that both Switzerland and Sweden now maintain 
food stockpiles equal to a year’s need for consumption. Can we in the United 
States afford to do less? Germicidal bombs could easily spread animal or 
plant diseases that could well take an entire year to bring under control. In 
such an event it would be well if sufficient stockpiles existed to prevent hunger 
and starvation in this country and among our allies. 

To the extent that stocks of the Commodity Credit Corporation are transferred 
to the set-aside national stockpile, the Corporation should be reimbursed for 
such stocks at the rate established for domestic sales in the Agricultural Act 
of 1949. 

A program of the type I am here recommending to you, has been introduced 
for wheat by Senator Mansfield in the Senate and Congressman Metcalf in the 
House and with respect to cotton by Representative Brooks. I urge you to 
incorporate the provisions of these bills into the proposed Agricultural Act 
of 1954. 
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DIVERTED ACRES 


Regarding acreage controls, we believe it is logical to divert these surplus 
acres to the extent they are not needed for production of protective foods and 
pasture and feed for dairy, livestock, and poultry into soil conservation prac- 
tices so that they do not contribute to surpluses of other crops. 

Since farmers will be taking a cut in income on the controlled acres, it is 
feared they will shift the acres into production of other cash crops in order 
to protect their income. 

The Marshall-Andersen Humphrey-Thye bill provides for a diversion payment 
to the farmer in an amount based upon the support level of the crop and the 
production history. 

Taking wheat for example, a farmer who is in a county where the 5-year 
average yield of wheat is 20 bushels to the acre would be eligible for a payment 
on one-fourth of the yield, or 5 bushels, multiplied by the support rate of $2.21 
a bushel. His payment would be $11.05 per acre and this would be in addition 
to any further payment he would earn by fertilizer, green manure, or other 
practices which are now or which may in the future be covered under the agri- 
culture conservation program. 

I understand that Secretary of Agriculture Benson aud Mr. Allan Kline, 
national president of American Farm Bureau Federation, recommended that 
diverted acres be placed under severe regulation. This would involve a black- 
listing of crops that a farmer could not grow on his diverted acres. We do not 
feel that this drastic control is wise or necessary. 

In the first place, enactment of the domestic food allotment and farm trading 
past programs such as we have recommended would provide outlets for much 
production from diverted acres. 

Moreover, we support the enactment of legislation along the lines of the con- 
servation incentive payments to encourage farmers to use diverted acres. for 
soil building purposes along the lines of proposed legislation that has been intro- 
duced by Senators Thye and Humphrey and Congressmen Andersen and Mar- 
shall. We strongly recommend that your committee substitute the provisions 
of these bills for the present diverted acre provisions in the draft bills before 
your committee. 


AGRICULTURAL CONSERVATION PROGRAM 


National Farmers’ Union supports the proposed legislation to extend the 
authorization of the Federal agricultural conservation practices program. We 
do not feel, however, that this program would be either workable, effective or 
efficiently administered if half or less of the States operated the program on a 
State grant-in-aid basis while the program was operated as a direct Federal 
program in the remaining States. 

National Farmers’ Union has always supported increased appropriations for 
the Soil Conservation Service and for the ACP program. This year before the 
House Subcommittee on Agricultural Appropriations were urged the appropria- 
tion of $250 million for continuation of the ACP program as it has operated in 
the years prior to 1953; and $250 million for implementation of the conservation 
incentive program on diverted acres. 

Without going into further detailed justification, I point out that at the present 
rate of soil-conservation progress it will require 120 years to stabilize soil resource 
drain with soil improvement. We feel that setting a goal of a permanent agricul- 
ture within 20 years is not too ambitious. 


STATEMENT oF J. ALBERT HOPKINS, PRESIDENT, ARKANSAS FARMERS’ UNION 


I am J. Albert Hopkins, president of the Arkansas Farmers’ Union. I would 
like to thank this committee for the opportunity given me to appear on behalf of 
Arkansas farmers. My statement will support the position taken by Farmers’ 
Union representatives who have preceeded me before the committee. 

Arkansas is a diversified farming State, dependent upon the production and 
sale of a wide variety of crops in maintaining a sound agricultural economy. 
Zecause of this diversity, an agricultural policy or law relating only to the 
basic commodities is not broad enough insofar as the farmers in Arkansas are 
concerned. Reenactment of the present price support program and buttressing 
it with the other elements suggested here today is essential if purchasing power 
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is to be maintained. Purchasing power of farmers’ dollars must not decline 
further if they are to stay in business on a sound basis. 

This problem of high rigid costs of production as it relates to Secretary of 
Agriculture Benson’s sliding scale price supports is the main topic of conver- 
sation around the country stores in Arkansas these days. I am sure that the 
members of this committee are familiar with the reaction of farmers to this 
sliding scale system of price supports. I know you have talked with farmers 
along this line. 

Perhaps the problem of most concern to Arkansas farmers at the present 
is Secretary Benson’s announced reduction in dairy price supports. While 
Arkansas is not a major dairy State, farmers are watching carefully the series 
of events leading up to the 15 percent cutback in dairy supports schedules for 
April1. They figure that if Secretary Benson pulls this off, he will not stop until 
he has set off time bombs under the other supported agricultural commodities. 

There has been a lot of talk about polling farmers to see whether they approved 
on the sliding-scale program, Reports have been made before this and other com- 
mittees in an attempt to show that farmers approve of the sliding-scale program. 
These reports must be based on misinformation. To my knowledge, a poll of this 
nature taken in Arkansas 2 years ago showed farmers of the State to be over- 
whelmingly for 90 percent of parity supports. Incidentally, in the Arkansas poll, 
I mentioned Farm Bureau members were as strong for 90 percent or better sup- 
ports as other farmers. I don’t think any more polls are necessary to tell this 
committee how the majority of the farmers fe] about a cut in income which will 
mean liquidation and unemployment. 

I don’t think the moral fiber of farmers in Arkansas is weakening, as some 
might have you believe just because they favor Government assistance in doing 
for them what they cannot do for themselves. 

Certainly farmers would not insist on an extension of the present price-support 
program or any other Government assistance if the prices they received were 
comparable to the costs of goods and services they must buy. Likewise every 
businessman and manufacturer would be happy to remove tariffs if it did not 
affect their prices adversely. Manufacturers and businessmen know that it would 
be imposible for them to stay solvent in a full market and the American farmer 
knows that it is just as impossible for him to remain solvent unless he receives 
a price for his products comparable to the prices he must pay for goods and serv- 
ices he must buy to remain in business. 

The chairman of this committee, in a recent article in the Country Gentleman, 
made the statement that a sound farm program should do two things for the 
farmer. He said, and I quote, “The first is a reasonable stability of prices at 
levels that will afford farmers a fair share of the national income. The second 
is productivity that will insure a continued supply of agricultural products 
sufficient to meet the needs of an expanding population at home and whatever 
obligations we may have abroad.” 

This is the kind of thinking the farmers I represent understand. To follow 
through on a program designed to accomplish these two objectives, I urge that 
the F:.rmers Union recommendation for 100 percent of parity for all commodi- 
ties, including perishables, be considered carefully by the committee. If this 
cannot be worked out, we recommend the extension of 90 percent of parity price 
supports for the basic commodities, with cottonseed and other feeds given 
mandatory supports at a feed-value equivalent ratio to corn at 90 percent of 
parity and mandatory 90 percent of parity supports for milk and butterfat and 
for beef cattle. In view of the attitude of Secretary Benson toward the present 
price-support program, we recommend that the price-support level be clearly 
defined as nandatory and binding. 

There are indications that by July 1, 1954, world stocks of rice will be nearly 
double those of a year earlier. Most of this rice is in southeast Asia. I point 
out this situation primarily to illustrate that rice, like wheat, cotton, and the 
other supported commodities, should be protected under the 90 percent of parity 
price-support program. 

Rice is 1 of the 6 basic commodities. Because of World War II and the tight 
political situation which disrupted rice production in the Far East, United 
States rice has found a good export market at prices above the 90-percent support 
level. However, with world rice stocks building up, there may be trouble ahead. 
Certainly the first year when rice producers may need price supports is not the 
right year to put rice on the sliding scale. 

I would like to commend this committee for their intelligent, bipartisan 
consideration of farmers’ problems. The work of this committee in the devel- 
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opment of a farm program supporting farmers will doubtless have a greater 
effect on future trends, economically speaking, than the work of any other 
committee in the Congress. I particularly wish to express our appreciation to 
Congressman Gathings and other members of the committee for taking time 
from your heavy duties here in Washington to hold the hearings you did in 
Memphis, Tenn., and mid Oklahoma in January. 

I am sure that the earnest consideration you have given the matter of price 
supports will result in a program that will be an overwhelming victory for the 
American farmer. 

Mr. Parron. May I next present one of the Nation’s outstanding 
farm leaders, who has been on the agricultural scene nationally and 
who has been before this committee many, many times. His father 
before him, Charles Talbott, was before this committee in the twen- 
ties and the early thirties, 

J have the privilege to present Glenn J. Talbott, chairman of our 
executive committee and president of the North Dakota Farmers 
Union. 

The Cuarrman. We are always glad to hear Mr. Talbott. We are 
glad to have you with us this morning. 


STATEMENT OF GLENN J. TALBOTT, CHAIRMAN, EXECUTIVE 
COMMITTEE, NATIONAL FARMERS UNION, AND PRESIDENT, 
NORTH DAKOTA FARMERS UNION 


Mr. Tatzorr. Thank you very much, Mr. Chairman. 

Members of this great Committee on Agriculture in our House of 
Representatives, I do not have a written summary, one of the reasons 
being Mr. Christianson’s absence and the necessity of me covering in 
my remarks in part at least a digest of Mr. Christianson’s brief which 
was filed. 

As the president told you, Mr. Chairman, the rather lengthy briefs 
which we have filed have been divided into parts of what we conceive 
to be the total problem that must be dealt with if we are to have ¢ 
sound agricultural program. We are particularly appreciative of 
this opportunity to present in considerable detail our viewpoints on 
the whole problem rather than, as has often been the case in the past, 
before particular committees being limited to a particular phase of 
the problem. 

I think all of us have recognized back over the years that even 
though some parts of a program which might receive favorable con- 
sideration by the Congress may be, if considered in the light of the 
whole, extremely good parts of a program, yet quite often they do not 
work too well if other necessary parts do not become a part of the 
entire program. 

[ think I shal] not take in this verbal statement, Mr. Chairman, any 
of the committee’s time to further amplify on the remarks already 
made by other of our witnesses. I think all of you know the Farmers 
Union position and program in regard to full-parity-price supports 
on a greatly expanded list of commodities. I think you are well 
familiar and for those of you who may not be, if you can find the 
time to read in detail all of the briefs that are today being filed with 
this committee, I believe you will have a rather complete understand- 
ing of the position of the Farmers Union on the related parts of the 
whole program. 
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Rather, I should like to take a little time this morning to outline 
to the committee some things, which are not a matter of opinion but 
are a matter of fact, which have been done in the administration of 
the farm program which is presently on the statute books of the 
United States of America. 

We have always understood and believed that in the processes of 
democracy an administrator of a farm program had a complete and 
perfect right to disagree with the legislation that he was charged 
with the 1 esponsibility of administering, and yet we have always felt 
that, while he had that right, he had an equal responsibility, certainly 
a moral and ethical responsibility if not a complete legal responsi- 
bility, to do everything in his power to carry out the expressed intent 
of the Congress of the United States who are the representatives of 
the people. 

I should like to outline in some little detail some of the factual things 
that have been done which, it seems to us, without getting into the 
question of intent, will inevitably set up the economic pressures within 
agriculture which can only be expected to result in divisive political 
pressures looking toward the complete destruction of the mandatory 
minimum-price-support program. 

I would like to call attention first that a year ago last oe our 
Secretary of Agriculture, speaking at a large meeting in St. Paul, 
Minn., made his somewhat famous speech that the aaelaniet pro- 
gram in his judgment should only be used to prevent undue disaster 
among farmers. That had a tremendous impact upon the farmers 
throughout our area, because they had been rather complacent during 
the campaign of 1952, when the farm program seemingly had been 
taken out of the arena of politics and it appeared, from press reports 
and statements and speeches of candidates, that either party would do 
as well on price supports and farm programs as the other. This speech 
of the Secretary’s caused great alarm in the minds of the people 
throughout our area. 

I mention this particular thing only for one reason. Presently and 
for the past couple of months the so-called surplus of dairy products 
has been put in a high political-target position, the inference and the 
allegations having been made that the surplus was created as a result 
of the too high, too r igid price supports on dairy products. 

I beg leave to say to you, Mr. Chairman, that the record does not 
bear out the contention ‘that the 90-percent supports resulted in any 
substantial increase in the production of milk in the so-called dairy 
States. There was a substantial increase in the production of milk in 
the States which are marginal to the so-called dairy States. 

I call attention to the fact that North Dakota, which is not formally 
considered a dairy State but a grain and livestock State, increased 
its milk production in 1953 by 14 percent over the level of 1952, and 
the reason stemmed almost directly out of the speech of the Secretary 
of Agriculture a year ago in February, that so far as he was concerned 
as quickly as it could be : accomplished, the price supports on all com- 
modities should be low enough only to prevent and used only to pre- 
vent undue disaster on the part of farmers. 

The result has been—in North Dakota, it is true, Congressman 
Lovre; it is true in South Dakota; it is true in Montana and in many 
of the other States marginal to the big dairy States—that farmers 
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who normally milk 3 or 4 or 5 cows so that they have butter and milk 
and cream for the family table, started in last spring, following that 
speech, to milk 8 cows, 10 cows, 12 cows, 15 cows, 20 cows, as supple- 
mental income because of their fear, because of the continuing suc- 
cession of speeches as to the need to lower price supports on the feed 
grains and on wheat, because of our knowledge that the wheat situa- 
tion would require us to have substantial acreage cuts which, unless we 
can use those acres for other purposes, means substantial income cuts 
in that area 

So grain farmers all over that area who normally only milk a few 
cows for home use of dairy products, started milking more and more 
cows to get some kind of a milk check. 1 beg leave to say to you that 
on the basis of our experience back during “the thirties, in our own 
area up there, that if feed grain supports and wheat supports, and 
the supports of other crops that we normally produce and would pre 
fer to produce to dairy products, if they continue to go down we will 
milk more and more cows as a matter of self-preservation regardless of 
the level of price supports, and we will do that as supplemental income 
even if price supports are left low enough to bankrupt every real 
dairy farmer in the country. And surely there is no intent on the part 
of the Congress to permit that to happen. 

I should like to take a litle time to go step by step in what has been 
done—to me it seems deliberate and that may be a matter of opinion— 
but the facts are these, just a word of background: Late in the 1980s, 
as we go farther and farther into these farm programs and the ad- 
ministration of them, and because we had support prices on the so- 
called basic commodities at whatever the mandatory level was during 
that period of time, our animal nutrition experts and the Federal 
experiment stations and the experiment stations of the land-grant 
colleges of this country spent much time and effort in order to deter- 
mine what is what they came later to call the feed value equivalent in 
terms of prices for the competitive and supplemental feed grains 
with corn. Corn is the principal feed grain in terms of volume, and 
yet oats and barley and grain sorghums ¢ are direct competitors of corn 
and on a feed value equivalent basis will maintain their normal rela- 
tionship in the areas of consumption. 

Cottonseed meal and linseed meal out of flax, and soybean meal 
out of soybeans, are the principal of the high-protein feed supple- 
ments used principally in the dairy industry, but also in very large 
degree in the general livestock area. 

Last spring a year ago—and this is the beginning of what we know 
factually, because we are very heavily in the grain business in our 
area throughout the high plains country—a program which either by 
design or otherwise, with the inevitable result of setting up pressures 
and divisions among farmers themselves, perhaps for the purpose of 
destroying the historic farm bloc in the Congress of the United 
States—a year ago last spring the support prices on cottonseed were 
dropped from 90 to 75 percent of parity. 

In terms of the feeding value equivalent, that meant that they were 
much lower, they were a much better buy for a farmer who bought 
high- protein feed supplements than could soybean meal be with sup- 
ports at 90 percent of parity in 1953 on soybeans, or than linseed 
meal could be with support prices at 80 percent of parity on flaxseed 
in 1953. 
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Perhaps the full impact did not take place in terms of movement of 
soybean meal and cake into the areas of normal consumption of soy- 
bean meal and linseed meal by reason of the substantial drought, 
and the fact that much if not most of the cottonseed meal was moved 
rather directly into the drought area 

The next step in this program came later in the summer. I might 
say parenthetically that there has been during the past year carried 
on rather extensively through statements of the Secretary of Agri 
culture, his assistants and subordinates—and statements up in our 
country press indicated that the President joined in some of the meet 
ings in the drought area—a program indicating to the livestock grow- 
ers who were in a very devastated position price-wise, that their major 
problem was not to seek price supports on livestock, but that if they 
could get feed cheaper then their problem would be substantially 
resolved. 

It is our understanding that the laws presently on the statute books 
require the Secretary of Agriculture to announce whether or not there 
will be support. prices, and, is so at what level in the areas of his 
administrative discretion. It is our understanding that these support 
prices, whatever the level, must be announced prior to normal seeding 
time of a particular crop. 

For example, flax is seeded in the fall in parts of Texas and southern 
Colorado. Rye in our area is seeded in the fall, usually in September. 
We stored it in August in an attempt to get from the Secretary of 
Agriculture an announcement of what for 1954 would be the support 
prices on rye and flax. 

Because of all of the conversations and speeches and news re ports 
throughout our country, which had disturbed our farmers so greatly, 
because there had been statements out of the Department of Agri- 
culture, particularly after the wheat quota referendum vote that sup- 
port prices on the feed grains ought to be much lower so that there 
would be no incentive for farmers to use diverted acres for barle ‘Vy, oats, 
and grain sorghums, we urged the Secretary to announce imme “diately 
at that time what would be the support prices in 1954 for flax, rye, bar- 
ley, oats, and grain sorghums. 

Some 3 or 4 weeks after fall flax had been seeded and after fall rye 
had been seeded, the announcement came out, and the announcement 
was this: flax supports were dropped from 80 percent in 1953 to 70 
percent for 1954. Grain sorghums were announced at the same level 
of parity as for 1953. 

The same was true or oats and barley and rye. Now the joker in the 
deck was this, in terms of sound feed value equivalent prices: Rye was 
at the same parity base in 1954 as in 1953, so the same precentage of 
parity, 85 percent, meant that rye, which is 50 percent food and 50 
percent feed in its use, was maintained at the same feed value equiva- 
lent with corn that had been true in 1953 

But the 85 percent of parity price supports on grain sorghums and 
on oats and on barley in 1954 did not maintain the feed value equiva- 
lent, because those three crops were still on transitional parity and 
the parity price itself, the effective parity price, is 5 percent lower in 
1954 than it was in 1953. So the net effect was that the support prices 
on oats were dropped 5 cents per bushel, they were dropped 9 cents 
per bushel on barley, they were dropped 15 cents per hundredweight 
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on grain sorghums, and then to complete the pattern, early this spring 
the support prices on soybeans were dropped from 90 percent of par- 
ity on the 1953 crop to 80 percent of parity on the 1954 crop. 

I beg leave to point out to you that on a basis not only of our ex- 
perience cooperatively in the grain business, but on the experience 
of the Department of Agric ulture during the late thirties and the 

“arly 1940's, that when there is a distortion in these feed value equiva- 
lents, the competitive commodity that is priced lower pushes strongly 
into the areas of normal consumption of the higher-priced commodity. 

Mr. Coorey. Will you let me interrupt you for one question? 
What does he propose to do about cottonseed ? 

Mr. Tatzorr. I was going to get to that in this chronology a little 
bit later, if I may. 

Mr. Cootry. Go ahead. 

Mr. Tatsorr. Normally if we had the so-called free market that 
the Secretary, I am sure, seems at least to feel would be a good thing 
for farmers, we do not agree with that because we had the free mar- 
ket back in an earlier day, and about all of us went bankrupt as did 
the rest of the economy—if we had the free market, then, when by 
reason of a high crop or a low crop these feed value prices become dis- 
torted, the normal thing immediately is that when the normal price 
crop starts pushing against the higher- priced crop, the high one 
comes down and the lower one comes up and it equalizes. 

But that could not be the case now, because corn during this year, 
the principal feed crop in volume, is supported at a mandatory mini- 
mum of 90 percent of parity. Fortunately, from our viewpoint. 
Normally then with supported oats, barley, and grain sorghums, 
which are competitive with each other and competitive with corn, 
directly competitive with corn, they would push up. That has not 
happened and can’t happen because of our substantially open-door 
policy on imports of Canadian barley and oats during the years when 
they have had tremendously large crops. 

I am informed from the Department of Agriculture, within the 
last 3 or 4 days, that the total imports of oats and barley in the calen- 
dar year 1953 was 141 million bushels into this country; 141 million 
bushels, which tended to hold the price of oats and barley down on 
that competitive basis. 

I say to you that in my humble judgment you can now find the 
equivalent of that 141 million bushels of oats and barley imported into 
this country, you will find the equivalent of it in the stocks of corn 
principally in the Commodity Credit Corporation as of December 31. 

I think that if you follow this, and with this distortion which ap- 
years to us to be deliberate, that is in effect now for 1954, oats and 
varley and grain sorghums will push strongly into the areas of normal 
consumption of corn. 

Let me put it another way: An Iowa farmer who historically 
has raised his own corn and historically has not sold it but fed it 
to his own hogs or cattle, can, with this kind of a distortion of the 
feed-value equivalent in price, buy barley from North Dakota or 
Minnesota, or oats or grain sorghums from Kansas, Mr. Chairman, 
feed it to his hogs in the State of Iow a, and put all of his corn under 
price-support loans with the Commodity Credit Corporation. 
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It appears to us that it is a deliberate program to make corn public 
enemy No. 1 in the price-support field at the end of this year; that you 
will have higher and higher stocks of corn, and I am quite certain that 
then the argument will be used that the reason is these high rigid, 
as they are called—neither are correct because they are neither high 
nor rigid, because the parity formula itself is a flexible formula—it 
will be alleged I am perfectly confident, before your committee a year 
from now, “that these continually increasing stocks of corn in the 
Commodity Credit Corporation are a direct result of these high rigid 
aap TeS price supports. 

I beg leave to say to you that if this thing carries on this year, 
and the thing happens which will inevitably happen- -and we know 
because we are in the marketing and distribution of feed grains as 
well as corn, we know what happens when these prices are distorted 
in terms of the feeding-value equivalent—I say to you that if you 
lose corn for that reason out of the mandatory price-support field, you 
cannot hold wheat and if you lose wheat and corn, no power on this 
earth that you can put together wi'l hold peanuts and rice, and tobacco 
and cotton under mandatory price supports. 

The next step in this chronology came about this spring when the 
surplus of dairy products was held up to the public eye as a terrible 
thing, an unmanageable surplus, that we had priced ourselves out of 
the market with the high rigid mandatory supports. 

When the Secretary of Agriculture testified before the Senate 
Committee on Agriculture in January, he issued what seemed to us 
and the result bears out our thought at that time—a deliberate and 
open call to the 140 million consumers in this country to revolt against 
the farm program and bring political pressure to bear upon their 
Congressman, without whose support you cannot have any kind of a 
farm program in the United States. 

That is just historic and the counting of noses, particularly in the 
lower House of Congress. 

The next step in this thing, after doing that, calling upon con- 
sumers, targeting by speech after speech, and statement after state- 
ment that this surplus of dairy products had not only made them 
unavailable to consumers, but that it was the cause of farmers in 
creasing their production of dairy products, that it was unmanageable 
and costly and all that sort of thing; the next step takes place actually 
on tomorrow, the announcement “that the price supports on dairy 
products would, as of April 1, be dropped from 90 percent of parity 
to 75 percent of parity, quite evidently expecting that consumer sup- 
port would give the political support in the Congress necessary to 
maintain that at 75 percent of parity. 

If that is true, the dairy farmer has no choice, because he is in the 
economic pinches, than to join with the Secretary’s philosophy that 
dairy feed grains have to come further and further, and further down, 
and feed grains for dairy cows are oats and barley and grain sorghums, 
and the high protein feed supplements. 

If the dairy farmers join in that, to get the feed-grain support prices 
down, because of this feed-value equivalent, even as they are now or 
are forced further down because of the pressure on dairy farmers 
and other livestock growers, no political power in the Congress can 
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be putting together to hold corn at a price-support level greatly dis- 
torted from the prices at which barley and oats and grain sorghums, 
and the high protein feed supplements are being moved into the 
market. 

Mr. Coo.ry. Did you know that he is proposing now to take price 
supports out from under cottonseed ? 

Mr. Tateorr. Yes, I understand that. 

Mr. Cooter. That is what I want you to touch on. 

Mr. Taxzorr. I understand that. Apparently the next move in 
the series of time bombs that are set up throughout agriculture, is not 
only to have them at 75 percent because—I am not an expert in this 
field, but I presume having this year reduced soybeans from 90 to 80, 
and flax from 80 to 70, th: at that would not be too far off from a feed 
value equivalent price, so obviously the next step in this pattern is 
probably to take all price supports off from cottonseed, so that again 
you sts irt the ste p-down process of putting commodity against com- 
modity, to force these prices down, to use economic pressure to gen- 
erate political pressure where presently it does not exist in the agri- 
culture of the United States. 

Those are the facts. I have had the question raised with me in say- 
ing that I was pretty tough in saying that it appeared to me that this 
was deliberate. That, of course, could be an honest matter of opinion. 
I can only say this: that out of the experience in the Department of 
Agriculture—because this thing was done by accident and because 
nobody knew better back in the late 1930’s—the field-value equivalent 
in price supports was distorted then, because we did not know what 
feed-value equivalents scientifically was, and they put the price sup- 
ports on the competitive feed grains out of line on a feed-value-equiv- 
alent basis, higher than corn, with the result that corn then moved into 
the areas of normal consumption of barley and oats, and grain sor- 
ghums, and the Commodity Credit Corporation found themselves ac- 
quiring more and more and more barley and oats that normally would 
have moved into consumption. 

It was out of all of that that these experiences have been gained in 
the administration of these farm programs. So that I can “only say 
in all humbleness that if this is not a complete plot to set up the eco- 
nomic forces designed to force political support for another kind of 
a farm program, if it is not that, then if this was done quite by acci- 
dent it would require a level of stupidity that to me is absolutely in- 
credible on the basis of the record of the last 15 or 20 years in the ad- 
ministration of these programs. 

| suppose anyone can take their choice of which of those it is. But 
what I have stated to you are the facts, the chronological facts of 
what has been done. I do not want to take much more time because 
you undoubtedly will have many questions to ask all of the witnesses. 
I have been down here, and President Patton has been here, our staff, 
and a number of others, since early in January. 

All of you know what the Farmers Union program is. We have 
learned, over a long period of years No. 1, that you cannot have 
anything in the way of a farm program if first it cannot be so designed 
that you can receive a substantial number of votes from the Congress- 
men in the lower House, particularly who represent the consumers, the 
nonfarmers, the urban Congressmen in the House of Representatives es. 
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Mr. Cooter. Before you get away from the food equivalents, how 
about developing further your answer to the proposition that you 
have just discussed 4 What do you propose to do about it? 

Mr. Taxgorr. I was just going to do that now. 

We have checked, because we have come to be as realistic as the 
men in Congress have to be realistic in terms of legislation, we will 
recognize that there has been some historic conflict between cotton and 
dairy because of cotton, cottonseed oil, and oleomargarine. We know 
that if we are to have a price support program that there has to be 
general recognition in Congress that we have to stick together or we 
are going to blow ourselves | apart and lose the whole thing. 

No. 2, it seemed to us we have to take this so-called dair y surplus out 
of a target position. We believe that can be done soundly, as I shall 
outline in a moment. No. 3, we believe that in order to have these so 
called farm bloc strength, with city consumer support—and we have 
spent a lot of time in talking earnestly and honestly with what we 
believe to be a wide and adequate cros; section of the various elements 
in the Congress, and I may be more specific than that; I am talking 
about the midwestern Congressmen who are out there in the area 
where this problem presently is very acute—we have talked with 
what we believe to be a sound cross section of the people of the South 
and we have talked, President Patton and I and a number of others, 
with what we believe to be a sound cross section of the leadership of the 
urban Congressmen. 

They have historically done a good job in supporting farm legis 
lation; sometimes they have felt that they have gone farther in sup 
porting farm program legislation than some of the farm State Con 
gressmen have done in supporting the things that they want. 

So we have tried to get an idea from these various groups in the 
Congress as to what might be put together. Always we are for our 
own program, but we aré realistic enough to know, as was pointed out 
earlier, that there is not presently a majority attitude in the Congress. 
We believe one day it will be here, but we understand there is not a 
majority attitude in the Congress of the United States to give us a 
100 percent of parity price supports across the board, as we believe 
it must one day be done on all farm commodities, but we do believe 
on the basis of our contacts for the last 214 months down here, that 
these things can be done. 

May I turn, if you will, to my own brief, to page 27. I shall read 
them so I will not let them slip from memory. Then I will spend 
a bit more time in analysis. We have projected our analysis of con- 
gressional thinking against the background of the 1954-55 National 
Farmers Union program. Our present recommendation to you rep- 
resents our judgment as to the maximum legislation that a substantial 
majority of this Congress will support. 

This does not mean that we have retreated from the total Farmers 
Union program or that we have set aside any of the features adopted 
bathe convention. We shall continue to strive for its fulfillment. 
However, we do not choose to take the brittle and uncompromising 
position that your committee must embrace the entire Farmers Union 
program this year or face our opposition. 

We are willing to work with you to get the best legislation we can. 
We are unw illing to settle for less than the maximum that is possible 
of attainment. 
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Based upon our discussions with many House and Senate Members 
of both political parties, we feel that our ‘specific recommendations will 
have the strong support of a substantial majority of the Members of 
this Congres 

(1) ertansion of the mandatory 90 percent of parity price sup- 
ports for the basic commodities. There are several bills already in- 
troduced by members of this committee to take care of that part. 
I believe Congressman Lovre has such a bill, Congressman Aber- 
nethy has such a bill, and I believe Congressman Cooley has such a 
bill. 

(2) Enactment of mandatory price supports for rye, oats, barley, 
grain sorghum, soybeans, cottonseed and flaxseed at a fair scientific 
feed-value equivalent ratio to corn at 90 percent of parity. You 
have such bills before the Congress that have been introduced. I 
believe Congressman Lovre, Congressman Abernethy, and Congress- 
man Simpson of Illinois have bills along that line. 

(3) Enactment of mandatory 90 percent of parity price supports 
for milk and butterfat and beef cattle with authority to the Secretary 
of Agriculture to use parity- ease payments to accomplish one- 
fourth of the nec essary support. 

Several bills, I think Congressman Albert has such a bill and Con- 
gressman Lovre, and some of the others. 

(4) Enactment of proposed expansion of marketing agreements 
and orders to benefit fruits and vegetables not now covered. 

I am not sure that there are any bills by members of the House com- 
mittee. There are some in the Senate. 

(5) Adoption of the proposed marketing facilities loan legislation 
to increase efficiency of fruit, vegetables, poultr: y and egg marketing 
in urban terminal markets to raise prices to producers “and reduce 
prices to consumers. 

I believe, Congressman Cooley, that you have in this session spon- 
sored such a bill. My recollection is that such a bill was sponsored 
some years ago and réported out by this great House Committee on 
yee 

(6) Adoption of one of the proposed domestic food allotment or 
certificate plans to increase the purchasing power of low-income con- 
sumers and the unemployed, relief recipients, and older citizens to 
enable them to buy more dairy products, beef, cereals, and other farm 
commodities that are being produced in abundance. 

I know that Congressman Lovre and a number of others have such 
bills as that introduced. 

(7) Renewal of the agricultural conservation program legislation. 

Such bills are introduced in the House. I am not sure whether by 
any members of this committee. But I know that Congressman An- 
dresen of Minnesota, and Congressman Marshall have ‘such bills be- 
fore the House. 

(8) Enactment of a conservation incentives-payment program for 
acreage diverted from normal uses by operation of acreage-allotment 
and marketing- quota programs. 

(9) Enactment of the farm trading-post program to move greater 
quantities of United States farm products to fill food and fiber needs 
in other countries. 

I know that at least Congressman Hill on this committee has such 
a bill introduced. 
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(10) Establishment of an adequate food and fiber safety reserve 
under the National Stockpile Act. 

Those are the ten points, Mr. Chairman, which we believe can be 
incorporated and we hope they will be incorporated in a package bill, 
and if so, and reported out by this committee, it is our strong belief 
that such a package bill will receive a substantial majority of the 
lower House of Congress. 

I would like to discuss in detail this dairy problem. As I mentioned 
earlier, the mandatory 90 percent supports on dairy products have 
been alleged to have created this surplus. I believe there are no 
figures available to indicate that that was true, but that the increase 
came very largely from the States marginal to the dairy States and 
came as a result of the fear of nondairy farmers for lower supports 
and lower income on the crops that they normally and preferably 
produce. 

Then the other thing has been held out, that the reduction of nor 
mal dairy supports from 90 to 75 percent will greatly increase con- 
sumption. I venture to say that I have found no consumption sta- 
tistics that indicate that that will be substantially true. I believe all 
the consumption statistics that I have been able to find from the 
Department of Labor, the Department of Health and Welfare and 
Education, and the Department of Agriculture, indicate that the 
people in the income areas around $3,500 a year on up are eating now 
about all of the butter and cheese and drinking about all of the milk 
that they will eat whether the price is even higher than it is now or 
lower than it is now. 

The maximum possible reduction in butter from a cut in the support 
prices would be about 8 cents a pound, although the cut in butterfat 
yrices to farmers would normally run from 10 to 12 cents a pound of 
butterfat. 

The reduction in the price of milk, we are informed by some of the 
Congressmen from in New York and that general area, that the farm- 
ers in that country get about 9 cents a quart for their milk and con- 
sumers in New York } pay around 26 and 27 cents a quart. 

The maximum reduction that the trade, if it passed it all on, could 
give, at a 15-percent reduction in dairy price supports, would be 
about 2 cents a quart. I beg leave to say to you that there are no 
statistics available to indicate that consumption would greatly increase 
if the price of milk per quart was reduced from 27 cents down only 
to 25 cents. 

The great area of underconsumption of dairy products, far, far 
below the minimum set up by our nutrition experts for sound health 
needs, is in the agriculture areas from $3,500 a year on down. As 
those income areas go below $3,000 and on down in the brackets that 
are used in the various departments of government, the consumption 
of dairy products goes down almost to the vanishing point—to the 
vanishing point in the lower levels. 

uameore, putting it again in the context of the various pressures 
that Members of Congress are under, and recognizing that this itself 
is a democratic process regardless of how generated, the city Con- 
gressmen, in our judgment, from many contacts with them, cannot 
go along with further extension of the mandatory price support pro- 
gram unless we can give to them—and we soundly can; our organi- 
zation has been for it for many years and many Members of C ongress 
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have been for it—a domestic food allotment plan, many different 
versions of which have been introduced in both the Senate and the 
House; to make available in these lower income areas at least an 
amount of milk and butter and cheese that will bring their dietary 
standards up to the minimum levels that are considered necessary, not 
preferable but necessary as the minimums, by our nutritional experts. 

There is another thing with that that is of great importance to us 
who raise wheat and to the man who raises cotton in the United 
States. Subject to the adequacy of legislation to deal with the export- 
able surpluses over our known domestic needs and sound reserve levels, 
and particularly the two commodities wheat and cotton, it appears 
that we will be faced for a number of years in the future with rather 
drastic acreage and marketing quota controls. 

If, according to all the statistics that I can find in the departments of 
the Federal Gover nment, if we open up through a domestic food allot- 
ment program of some kind a distribution of dairy products in these 
income areas where they are not consuming because of lack of income 
up to minimum dietary standards, we will have not a surplus of dairy 
roan ts; we will have a shortage running close to 25 percent of the 

121 billion pounds of milk that was produce ed in 1953. 

If that is the case, if we open up that market for a then need of 150 to 
160 billion pounds of milk, that will mean we will have coupled with 
an expanding population running at a rate of about 2,700,000 pounds a 
year. It will in my opinion take years and years before the dairy herd 
in this country can be built large enough even to fill the minimum 
dietary needs of our growing population. 

That will mean that we will have great and sound need for greatly 
increased production of dairy feeds. And what are dairy feeds? 
It. is cottonseed meal, it is soybean meal, it is linseed meal, as the high 
protein supplemets, oats, barley and grain sorghums. 

Oats, barley, and grain sorghums are the : alternative controls that 
we can well raise in the high plains country when we have to have 
diverted acres out of wheat. So that we can, over a period of years, 
use the needed diverted acres out of wheat to produce an expanding 
feed supply. 

The diverted acres from cotton—and those things can be used also 
to provide the feed supply for a greatly expanding dairy herd in this 
country. That is the package of things that we believe. Those are as 
briefly as 1 can state them what is being done. Those are on a basis of 
the known history in agriculture. T hose are the things that will hap- 
pen to our farm program unless this Congress takes action and rather 
quickly. 

We would hope that then we could get an extension of 90 percent 
of parity supports. We know that we can if such bills are reported 
out on the basic commodities, manadatory price supports at feed 

value equivalents on the competitive supplement: al feeds on oil crops: 
mandatory supports at 90 percent of parity on dairy products and 
livestock; and all of it based upon a domestic distribution program 
to take dairy products principally out of the target position and to 
give to the Congressmen who are down here re presenting city consum- 
ers and who as a result of the publicity that is going out of our Capital 
city of Washington are under heavy pressure to vote against these 
so-called high rigid manadatory price supports, if they can take home 

facility loan program such as you have introduced, Congressman 
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Cooley, to improve the marketing of fruits and vegetables, if they can 
take home to their people what we believe is completely sound and 
in the public interest, a domestic food allotment program, it is our 
belief, based upon a sound cross section of contacts with the leadership 
of those men, that they will go along with us on an extension of 90- 
percent supports for a period of time into the future on the basics, 
the feed grains at feed value equivalents, and on dairy products. 

It took me some little time. I am sorry to have taken so much time, 
Mr. Chairman, but this is an involved and difficult thing. 

I felt our organization who know what these facts are had a re- 
sponsibility to bring it to this committee. It is of course the responsi- 
bility of the committee to dea] with the situation in whatever way the 
committee feels it ought to be dealt with. 

I think that concludes my oral statement. Thank you very much, 
Mr. Chairman. 


Parity FoR FAMILY FARM INCOME 


STATEMENT OF GLENN J. TALBOTT, CHAIRMAN, EXECUTIVE COMMITYIEE, NATIONAL 
FaRMERS UNION, AND PRESIDENT, NorTH Dakora FARMERS UNION 


I wish to associate myself with, and endorse, the statements just presented by 
Mr. Patton. The sections he read from the National Farmers Union 1954-55 
program represent the aspirations and opinions of almost all Farmers Union 
members and officials. I am personally convinced from my conversations in 
many States, that this program represents the thinking of a very large majority 
of all farm people in the United States, whether members of Farmers Union or 
not. 

We are solidly behind the recommendations Mr. Patton read to you. We 
shall continue to work for their enactment into law. We think these principles 
will ultimately be adopted by the Congress. Maybe not this year, but in time. 

Mr. Patton and I, and other National Farmers Union officials and Washington 
staff members have discussed these matters with a very large number of Senators 
and Representatives over the past 12 weeks. We feel that we have a pretty 
good understanding of the maximum amount of our program that can be 
adopted in this Congress. We do not wish to urge your committee to attempt 
the impossible. 

Our specific recommendations to you are, therefore, based upon a realistic 
acceptance by us of the hard facts of the current economic and political situa- 
tions as we see them. 

First, we believe that this Congress will, by adjournment, have enacted a 
better set of farm laws if most, if not all, of the price-related legislation pro- 
posed by your committee is presented for floor consideration in a single “pack- 
age”’ bill, rather than in bits and pieces. The Agriculture Committees, not the 
House and Senate floors, is the best place to draft farm legislation. Floor con- 
sideration can be more complete and well-rounded if all the parts of the whole 
farm and food policies are up for consideration in a single piece of legislation. 
In this way, the relationship of the different parts to each other and to the 
whole of the income and distribution problems of abundant farm production 
can be fully analyzed and discussed. 

We urge that the complete bill you report to the floor contain detailed provi- 
sions covering at least all of the following: 

1. All new farm price support legislation for all commodities. 

2. All proposed new legislation covering special-programs to increase domestic 
consumption of farm commodities. 

3. Renewal and extension of the agricultural conservation program. 

4. A conservation incentive payments program for diverted acres. 

5. Establishment of a United States food and fiber reserve under the National 
Stockpiling Act. 

6. A farm trading post program to expand exports of United States farm 
commodities through sales at world market at or below world prices for dollars 
and soft currencies and by donations to relieve starvation, hunger, malnutrition, 
nakedness, and to promote economic development. 

7. Expansion of marketing agreements and orders legislation to cover com- 
modities not now covered. 
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8. A loan program to promote and facilitate the building of improved and 
more efficient terminal marketing facilities for such perishable farm commodities. 

In the course of our joint statement before your committee today, we have 
discussed each of these proposals separately. My point here is that each of 
these parts as well as price-support proposals for the different commodities 
can be more intelligently and responsibly considered if they are put into a 
single legislative package for congressional consideration. 


FARM PRICE SUPPORT LEGISLATION 


A very great deal of misinformation and deliberate confusion concerning the 
value of price supports to farmers has been stirred up by some sliding-scale 
advocates. Under Secretary of Agriculture True Morse, for example, has sought 
to leave the erroneous impression that sliding-scale supports with a 75 percent 
of parity floor would be more helpful to small farmers, while firm 90 percent 
supports favor larger farmers and factories in the field. No statement could be 
further from the facts. 

The facts are these: In terms of income left for farm family living, after 
payment of short- and long-term farm cash costs, 90 percent of parity price 
supports are 300 percent more beneficial to farmers than are 75 percent of parity 
floors. Annual recurring farm operating costs are currently running in the 
neighborhood of three-fifths of gross income. Another 10 to 20 percent of gross 
is required to replace used up equipment, machinery, and tractors. This leaves 
about 25 percent margin out of gross for return on investment in land and 
building and for family living, investments, and saving. 

Dropping price-support floors from 90 percent of parity to 75 percent could 
mean a 16.7 percent drop in gross income. A 16.7 drop in gross income would 
mean a 66.8 percent drop in net income available for family living investments 
and savings. 

Assume that 90 percent of parity floors provide 100 percent protection to 
farm family income, which, of course, they do not. But, if they did, 75 percent 
floors provide protection less than one-third as much. Look at this another 
way: Floors at 90 percent protect approximately three-fourths of the farm 
family income that could be earned if price floors were at 100 percent of parity. 
Floors at 75 percent of parity would allow farm family income to drop to less 
than 25 percent of the level that would be provided by 100 percent of parity price 
supports. 

This relationship of price support levels to income available for family living 
is true on small family farms, middle-sized family farms and large family 
farms. The same relationship is also true between the net profit of industrial- 
ized agricultural units (factories in the field) and various price support levels. 
The margin, above cash operating costs is cut by approximately two-thirds when 
price floors are dropped from 90 percent of parity to 75 percent. 

The table which follows shows the effect for several typical family-operated 
commercial farms. Most of these are not large. They are typical family- 
operated units of the types named. 

Here is the situation on the mythical average full-time farm unit in the 
United States: Prices received by farmers drop to 75 percent of 1952 and prices 
paid drop to 90 percent: 


Average United States full-time farm unit? 


1952 actual X year 


Gross income ; : ; 5 $10, 610 2 $7, 950 
Cash operating. . 6, 320 3 §, 690 
Left __.- ‘ é gains ie ‘ | 4, 200 | 2, 260 
Depreciation of machinery and equipment._..._._____- . wil #1,410 | 1, 270 





Left for family living. 


2, 880 990 


1} Figures for average full-time farm unit figured approximately by dividing BAE reported income and 
expense figures by 3.7 million full-time farm units reported by Bureau of Census. 

375 percent of 1952 actual. 

490 percent of 1952 actual. 

4 Figuring 10-year life on average. 
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It may be that the owners and managers of industrial agricultural units can 
afford to take cuts of this magnitude in their net profit temporarily in lieu of 
future gains from buying up the lands of bankrupt family farmers. I under 
stand that some of these have been in Washington recently to support the 
sliding-scale recommendations. It may even be that some of the very largest 
of family-operated farms can stand income cuts of this kind for brief periods, 
but, as you go down the scale toward the smaller family farms, the injury to farm 
family living standards imposed by a 68-percent cut in family income becomes 
greater and greater. 

Make no mistake about it. The siding scale would hurt farmers of all sizes 
But, the hurt would be much more severe for small and part-time farmers than 
for the owners and managers of the larger industrialized units. 

Since this point has been subjected to so much deliberate obfuscation it may 
be well to place in your record a clear-cut factual statement concerning the 
structure of American agriculture so that we may all be informed of the true 
situation. 

Nationwide, the 1950 census of agriculture counted 5,379,000 farm units in this 
country. About 4,000 of them were greenhouses and other special units. About 
1,600,000 were rural residences and part-time farms of city and town workers, 
retired people, forest workers, and other types of families dwelling in rural 
areas but not engaged to any appreciable extent in farming operations. Alto- 
gether, nearly 1,700,000 rural residences were counted by the census as farms. 
While they do engage in a small way in production of farm commodities, they 
are not strictly recognizable by you and me as the farms we are talking about 
when we discuss farm programs and policies. 

Deducting these from the total reported by the census leaves a fizure of 
approximately 3,700,000 full-time farm units. About 103,000 of these were 
larger than the upper limit of fully adequate family-size farms. These indus- 
trialized agricultural production units make up less than 3 percent of the total 
number of full-time farm units. I think this is too high a percentage and should 
be reduced. However, the fact that the proportion is still so small after more 
than 200 years of history in this country is, in itself, a very strong argument for 
the staying capacity of the family farm and its ability to compete favorably 
with industrialized enterprises. 

Approximately half of all the full-time family farm operators had family in- 
comes in 1949 of less than $1,600 per year. These are the approximately 
1,800,000 low income of severely disadvantaged farm families in this country. 
That $1,600 figure is the upper edge; considerably more than half of the low 
income farm people earned less than $500 per worker per year. I submit that 
such conditions are rural poverty with a vengeance. 

No one seriously suggests that the farm price support program is a complete 
answer to the income problems of this group of American farmers. 

An essential element of a solution to the income problems of this group is 
a vast program of combined credit and technical assistance of Farmers’ Home 
Administration type to enable low-income farm families to develop more adequate 
units. The program should be of sufficient size to completely eliminate the 
blight of rural poverty within a few years. 

There is this, however, to be said concerning the value of price-support pro- 
grams to the 1,800,000 low-income full-time farm families. First, a 68-percent 
cut in net family income, small as it may be, is a more cruel cut than for higher 
income farm families. Whereas, a two-thirds cut in income for a larger farmer 
may mean wearing wornout overalls to church, a similar percent cut for a low- 
income family would mean taking food from the children’s mouths. 

Secondly, if these low-income farm families are to have any hope at all through 
Farmers’ Home Administration type of loans and technical assistance to improve 
their resources and raise their incomes to a more nearly adequate level, the 
return to farming on otherwise adequate family farm units must be great enough 
to leave something above cash-operating expenses to repay loans, accumulate 
livestock and machinery, and to acquire additional resources. 


PRICE PROBLEMS OF ADEQUATE FAMILY FARMS 


Dr. Theodore Schultz, of the University of Chicago, one of the Nation’s leading 
agricultural economists, has made this statement: 

“Instability of farm prices is the central problem of fully adequate family 
farmers. This is a burden to such farm families even when there is apparently 
high-level employment, a high level of income for people outside of agriculture, 
and a steady movement of nonfarm prices. 
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“When a yield of a crop or livestock product is up as little as 10 percent, the 
market price of that commodity falls not 10 percent but much more—20, 30, 40, 
and as much as 50 percent. 

“When the money demand drops as little as 5 percent, farm prices fall 10, 20, 
and 25 percent and more.” 

I agree with Dr. Schultz that the very great instability of farm prices and its 
attendant influence upon farm-family income is the central economic problem 
of the approximately 2 million relatively adequate family farms of the Nation. 

These 2 million relatively adequate family farms and the people who live 
and work on them provide the backbone of American farm production and the 
bulwark of conservative American democracy and political stability. 

More than two-thirds of all United States commercial farm production is sold 
by these adequate family farmers. These are the farmers that must be our 
reliance for the future food supply of the Nation. These are the people whose 
reduced purchasing power puts an important crimp in the entire national 
economy. 

As to the importance of this group in maintaining political stability and pre 
serving American democracy, I can state the case no better than in 1954-55 
National Farmers Union program, which reads: 

“We are convinced that farm families on the family farms are a vital balancing 
force in the social and political structure that is vital to the stability, preserva- 
tion, and improvement of representative democratic government, of an efficient 
and productive economic system, and of a satisfying world society. 

“The problems of people in areas of the world where agricultural units are 
too large or too small are constant reminders of the superior efficiency of the 
adequate family farm. 

“We reject the exploitation of human beings through industrial-type agricul- 
tural enterprises whether on large individual or corporate-owned factories in 
fields or agricultural collectives imposed by tetalitarian governments. 

“The necessity to increase the productivity and earning capacity of families 
now living on undeveloped farm units with too few resources presents demo- 
cratic governments with one of their most pressing and challenging problems. 

“On the family farm, the business and home are one. The family is owner 
of capital, borrower of funds, and accumulator of savings, manager of home 
and business, and the major source of workers. The child grows up with 
opportunity for well-rounded knowledge of life, nature, business, and home. 
He learns the meaning of ownership and the security of a place called home. 

“Grave danger to democratic institutions would result if we allow our entire 
population, including agriculture and small business, to become divided into 
separate groups of owners, managers, financiers, and workers. 

“The persons on a family-owned and family-operated farm are in a position 
to take independent political action.” 


PARITY FARM FAMILY INCOME 


Parity farm family income is a national goal incorporated in the Agricul- 
tural Adjustment Act of 1938, reiterated in the Agricultural Act of 1949, and 
supported by most candidates for Federal office in the 1952 elections. 

Parity farm family income is a solemn responsible goal of National Farmers 
Union. The delegates to our recent national convention said this in the pro- 
gram they adopted: 

“We are convinced that democracy must, and ultimately will, extend indi- 
vidual dignity, economic opportunity, and material well-being to all people. 
We assert the right of all farm families to an opportunity to earn by their 
work sufficient income to be able to obtain conditions equal to those available 
to other segments of the population. We believe not only in parity for farm 
family living but also in the need to continuously improve family living con- 
ditions throughout our country and the world. 

“We assert the right of farm families to be able to earn by their work, 
management, and property ownership incomes equivalent to those earned by 
people in other occupations.” 

Farm price supports at 100 or 90 percent of parity prices as now calculated 
are a closer approach to a farm income parity concept than are 75 percent 
floors. Price support floors at 100 percent of parity priced would at least keep 
farm family income in the same relative position to industrial wages as in 
1910-14 and in 1947-49. 
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But none of these alternative support levels provide a set of parity prices 
that would enable farmers to earn an income on a parity with the advancing 
income of manufacturing workers or of nonfarmers generally considered abso- 
lutely. Prices high enough to provide parity farm income would be so much 
higher than at any time in the past 40 years that such prices would simply 
not be acceptable to the public as a legitimate goal of farm price supports. 

The only meaning in which “parity farm income” is provided by “parity 
price” as now calculated, is that parity farm income means that a “fully ade- 
quate” family farmer can earn as much as an averge manufacturing worker. 

The adequate full-time family farmer in 1949 had an average family income 
from farming of approximately $2,700. In 1949 prices received by farmers 
averaged about 95 percent of a parity index based on the 1947-49 average. 
One hundred percent of such a parity index would have given the average 
economcally-adequate family farmer an income of $2,835 in 1949. The average 
family income of manufacturing workers in 1949 (adjusted for rural-urban 
price differentials) was $2,860. It should be quickly pointed out, however, 
that approximately 2,800,000 full-time farm families earned less than this and 
only 666,000 earned this much or more in 1949. 

All that price supports at 100 percent of parity will do is to enable farm 
families to work toward their goal of parity farm income. The support pro- 
gram sets a base below which the Nation, acting through Congress, does not 
wish to allow farm income to fall. 

From 1910-14 to 1947-49 the per person income of farm families just exactly 
kept pace with increased industrial wages. Since 1947-49 farm income has 
fallen way behind. Average hourly earnings of manufacturing workers and 
per person net farm income in 1947-49 were both almost seven times as high 
as they averaged in 1910-14 period. 


| Per person farm in- 
comes of people on 
farms per year 


| Hourly wages of manu- 
} facturing workers 


Period | 
c. as Piel is an ‘. | ae 
Actual Index Actual Index 
1910-14 ; wanan | $0. 21 | 0.16 | $91 0. 16 
1935-39. _- | . 60 | 45 169 27 
1947-49_ _- 4 1.33 | 1. Of 634 | 1.00 
1953 ia 4 Bss 2 : | 1.77 | 1.35 | 610 96 


Since 1947-49 per person income of people on farms failed to keep pace with 
wages of manufacturing workers. During the past 6 years farmers have fallen 
behind tragically. While industrial wages increased by 35 percent, per person 
farm income has actually dropped. Historically considered, up to 1947-48, the 
incomes of farm people have increased by just about the same extent as that of 
nonfarm workers. After 1948 the income of farm people began to fall behind. 
This raises the question, should we expect per person farm incomes to stay up 
with industrial wages? I think we should. 

I do not feel that industrial wages have been increased enough in 1954 to 
stimulate an expanding economy. Industrial wages must keep pace with increas- 
ing productivity per man hour. And farm income should keep pace. 

The figures in the following table make a significant point: 


| Per person income | Seale ia 
a Parity | oat beet, 
Year ratio —— | pavemnt of 
Farm Nonfarm a 
| | | Percent 
1910-14. ‘ | 100 $134 $473 | 28 
1947-49 Pe 108 827 1, 462 57 
1947... és sé . ‘ 115 788 1, 386 57 
1948 110 | 925 1, 516 61 
1949__ . 5 99 767 1, 484 52 
1950 iweal 100 818 1, 567 52 
cbinbttbodk susetes coach awed 5 RB as } 107 QsH 1, 742 55 
iinhacieietdneshiscccnbucinttmlincionttidintae catnnine 100 905 1, 842 49 
' 
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The only possible conclusion that can be drawn from this record is this: 100 
percent of parity prices as calculated in present law return to farm people a 
personal income only half as great as nonfarm people. Prices received by farm- 
ers would have to be at least 150 percent of parity as now calculated in order for 
farm people to have personal incomes equal to nonfarm people. 

Such a large increase in parity and support prices is simply not within the 
realm of political possibility. In other words, we cannot set up a price support 
program that will enable farmers to earn parity incomes immediately. 

All that any conceivably political acceptable price support program can do 
is to set a base beyond which the Nation refuses to allow farm incomes to fall, 
thus giving farmers a chance by lowering costs per unit to work toward parity 
income over a long period of years in the future. In the 40 years from 1910 to 
1950 farmers have gained one-third the distance toward parity income by this 
process, keeping pace with similar gains by manufacturing workers. 

In 1910-14, 100 percent of parity farm prices enabled farm people to earn 
only one-fourth as high an income as average nonfarm people, whereas in 1948, 
1950 and 1952, 100 percent of parity prices enabled farm people to earn about 
half as high income as nonfarm people. At this rate, and assuming we could 
maintain 100 percent of parity farm price, it would take another 80 years before 
farmers can attain full parity income. 

In 1910-14 on the average, farmers were able to earn 35 percent of their pro- 
portional share of national income, while in 1947-49 they earned 47 percent of 
their proportional share. 

Now your committee is faced with an official recommendation that, taken at 
the floor, would reduce farm family income by another 68 percent. This would 
be a very drastic setback indeed to farmers historic movement toward their goal 
of parity farm incomes. 

It took 40 years for farmers to raise their relative proportionate share of na- 
tional income from 35 percent of parity to 47 percent. Even with continued prog- 
ress at the past rate with a base of 100 percent of parity prices another 80 to 100 
years will be required to attain full parity farm income. 

Farm family income has been dropping when everybody else in the country 
is doing better. The table below gives the figures: 


Income per person 


1953 


Farm people a ae a $788 | $925] $767| $817 $986 | $905 $842 
Nonfarm people j .| 1,386) 1,516 | 1, 484 1,568 | 1,744 1, 842 1, 937 
Income after taxes, per person per year, every- | | 

one in United States (1953 dollars) . _ -. 1,389 | 1,437 1, 421 1, 502 1,502 | 1,511} 1,544 


| | Z | i 

| 1947 | 1948 1949 1950 1951 | 1952 
| 

| 


Nore,—-1953 forecast based on first 9 months, 


Billions of dollars 


1981 | 1952 | 1953 
| 


. ; } } 
Total agricultural income - --. ‘ | g 21 19 
Total nonagricultural income 3 B5 | 230 247 
| 


17.7 


Real income per person from all sources 


[1953 dollars} 


1953 | Change 


Percent 
Farm people ‘ . ide eeteageteninhnan $816 -9 
Nonfarm people. . . - . 1, 934 +10 
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Farm costs are high and rigid 

The advocates of sliding-scale price supports with a 75 percent floor have not 
denied that farmers in 1953 and 1954 are in a cost-price squeeze. Nor do they 
deny that farm costs are high and rigid. However, and this is almost beyond 
human belief, the remedy they advance is to lower price supports. Is it, also 
significant that they make no recommendations of what to do to lower the high 
and rigid costs of farming? 

Here are a couple of tables of figures that your committee should ponder. These 
figures show that when farm prices and income fall rapidly, farm costs are rising 
or stable (figures from Agricultural Marketing Service, USDA): 


Farm operators’ gross income, costs, and net income 


[Billion dollars] 








Year Gross | Production | Realized net 
income costs income 
1909 (estimated) 7.4 3.6 8 
1910 7.3 3.6 7 
1911 “ia 6 5 
1919 17.7 | 8.3 | 
1920 15.9 9.0 6.9 
1921 10. 4 | 6.7 3.7 
1925 13.6 7.4 6.2 
1926 13. 2 7.4 
1927 \ 13. 2 | 7.5 5.7 
1929 | 13.8 | 7.7 6.1 
1930 | 11.4 | 7.0 4.4 
1931 } 8.4 5.5 2.9 
1932... : 6.4 4.5 2.0 
1937 11.2 6.1 5.1 
1938 | 10.0 5.8 | 5.2 
1939 | 10.4 6,2 | 4.2 
1948 34.5 18.9 15. 6 
1949 : | 31.8 | 18. 2 13. 6 
1951 | 37.0 | 22.3 | 14.7 
1962__. | 36.5 23.0 | 13.5 
1953... ; | 35.1 22. 6 | 12.5 
| 
Index of prices paid by farmers for 
| Index of prices — - - - — —— 
Year or month aera oe | Motor | 
1910-14= 100 rom | For ma- | Fertilizer 
supplies | chinery | 
Supplies Vehicles 
EE SS 22 143 106 157 153 | 103 
1938 J it 97 146 | 105 162 158 102 
1948 287 236 144 262 240 146 
1949 250 246 146 272 270 150 
1951 : a 302 264 | 156 | 342 297 152 
1962__.. ‘ | 288 280 157 358 308 156 
MRS, cbt toi cand besa 258 283 160 360 | 311 | 157 
March 1951 ee ff Ss irene sad AI: 
October 1951__..- ae 4 a SPE 
March 1952 290 |.- haat oe aad bib cukiones Bh noscs 
November 1952. _- 275 288 157 358 310 | 157 
January 1953 268 |_- a 359 | 
September 1953 - ____-- 257 a 5 oe | 157 
December 1953_...- 254 283 163 | 359 | 312 | 


This has been true in every period of history for which we have reliable figures. 


Farm cash costs still rising 


I have in my hand a copy of the March 1954 Agricultural Outlook Digest pub 
lished by the Agricultural Marketing Service of the United States Department of 
Agriculture. Allow me to read several excerpts: 

“Credit is more expensive this spring since interest rates have risen an average 
of 9 percent over the year. Farm real-estate taxes are up 5 percent. Farm wage 
rates and prices of most of the industrial products farmers buy are running 
slightly higher than last spring * * * 
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“* * * There’s been no letup in the cost of living. Prices paid for items bought 
by farm families for living in February were 2 percent above a year ago and only 
a trifle below the highest point ever reached.” 






National depressions are farm led and farm fed 

These income and costs facts I have been discussing are important to the entire 
national economy and to world prosperity and political stability. History shows 
that farmers get into economic trouble first and drag the rest of the Nation 
down with them, if farm incomes are not held up. Great national depressions 
are “farm led and farm fed.” Farm families begin to suffer first; while almost 
everyone else in the economy is still enjoying record high incomes. 

3ut always, including 1953, depressive tendencies throughout the entire econ- 
omy soon follow earlier drops in farm income. 

Farm depression led the panic of 1830; the even worse depression of 1844; the 
big recession from 1858 to 1860; and the long, deep trough starting in 1885 that 
the Nation didn’t really pull out of until 1910. Falling farm prices led the drop 
from 1919 to 1922. They led again in 1929-32, 1937-38, in 1949 and falling farm 
income led in the so-called rolling readjustment of 1953 and 1954. WHere are 
the figures: 

















DROPS IN FARM INCOME WAY DOWN 





FAMILY LEAD THE 









Index number of average per person annual income 







[Average of 1910 to 1914=100] 














Industrial 
worker 


Industrial 


| On farms worker 





| On farms 

























1910 | 101 99 || 1931 en . . 89 | 194 
1919 264 204 || 1932 ; 61 | 160 
1920 207 243 |! 1933_- es . 155 
1921 | 116 211 1951 .... 465 557 
1922... wal 293 || 1952 460 575 
1929 178 230 || 1953 432 598 
1930 = | 136 215 || 195?_... at | ? ? 






. , 
Parity ratio | Industrial | _ Percent bo <= 
| | production | unemployed | earning 









PrNewe 1] 
ono 


i | i 
oe 1. Bn 107 | 120 | 64. 71 
October 1952... : et Dl ncnccae 4 70. 28 
January 1953._- ase eell 94 | 134 71.34 
May 1953... ..- ed 94 | 137 1 71. 63 
October_._......- ; ae 990 | 133 8 71. 73 
January 1954.....- . ed 7 | 125 9 70. 92 
| 

















At this point I should like to summarize the basic positive arguments why we, 
in Farmers Union, believe that firm mandatory price-support programs at an 
adequate level are fully justified in the general welfare. 

1. Why price supports are needed: 

(a) History shows that naticnal depressions are farm led and farm fed. 

(b) History also shows, that, without price supports, prices received by farm- 
ers fall rapidly while farm costs continue to rise. 

2. In the national best interest, there is a floor level below which the Nation 
cannot afford to allow farm prices to fall. For these reasons: 

(24) Adequate provision for a continuous and expanding production of food 
to meet the needs of an increasing population. 

(b) Provisicn of sufficient food and fiber production to fill the needs of a 
dynamic foreign policy. 

(c) Provision of an adequate safety reserve of food and fiber commodities and 
their products for national, health, safety, and security against natural, economic, 
and war hazards. 

(ad) To help maintain a continuously expanding and prosperous economy with 
rapid adoption of improved technology, increased productivity, and a high level 
of employment. 
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(e) To require no more Federal expenditures than the public good derived 
from the program. 

(f) To supply food and fiber products to consumers at fair and reasonable 
prices. 

(9) To promote equity and justice in distribution of national income among 
the different economic groups within the economy. 

(h) To enable farm people to earn by their labor, management, capital invest- 
ment, and finaucing activities, a sufficient income to obtain a desirable American 
standard of living, educate their children, and preserve and improve their land 
and water resources. 

(i) Approximately 9 million town and city workers supply goods and services 
to farmers and are thus directly dependent upon farm purchasing power for 
effective demand and hence their employment and income. 

(j) Approximately 6 million town and city workers market and process farm 
products and hence their continued employment and income are dependent upon 
a continuous production of food and fiber. 

3. Without price supports, farm prices start dropping when the national econ- 
omy fails to expand at a rate of at least 10 percent per year. 

(a) Because farm-fixed costs are high while industrial fixed costs are low. 

(b) And because other segments of the economy have Government-supplied 
subsidies and searcity-inducing protective devices. 

(c) Result is: Farming is the most easily hurt segment of the national econ- 
omy. Industrialists maintain prices, by laying off workers and cutting produc- 
tion; farm production stays up and prices received by farmers fall. 

(ad) Increased supply of farm products, consumer demand remaining un- 
changed, after a certain point actually reduced their total value. 

The record of history shows that when the national economy starts to slow 
down, and long before actual reductions in segments outside of farming begin to 
appear, disaster starts on the farm. When the national economy fails to expand 
by as much as 8 to 10 percent in any year as measured by the dollar value of gross 
national product, that same year the prices received by farmers start dropping 
and pull down farm-family incomes and purchasing power. 

The record of the last 43 years shows that net income from farming, the farm 
parity ratio, and prices received by farmers drop in any year when the national 
economy fails to expand by at least 8 percent over the preceding year, measured 
in dollars of gross national production or in terms of physical volume of produc- 
tion. 

Here is the record based on history of the 43 years since 1910: 

A. In terms of dollars (see table A): 

1. There have been 22 years in the last 43 when gross national product increased 
by more than 8 percent. In 19 of these 22 years (all except 1920, and the severe 
drought years of 1934 and 1936), net income from farming increased over the 
preceding year. 

2. There have been 20 years in the last 43 when gross national product in dollars 
either increased by less than 8 percent or actually decreased. In 13 of these 20 
years, net income from farming fell below the preceding year. 

3. There was 1 year in the last 43 when gross national product rose by 8 per- 
cent (1939). In that year net income from farming was the same as the year 
before. 

B. In terms of physical volume of product (see table B) : 

1. There have been 15 years in the last 483 when the total national economy, 
measured by an index of physical volume of total product, expanded by more than 
8S percent. In all 15 years, there was a rise in the farm parity ratio between 
the prices that farmers receive and the price they pay. 

2. There have been 26 years in the last 43, when total physical production 
either decreased or rose by less than 8 percent. In 17 of these years, the parity 
ratio dropped. 

3. There were 2 years (1944 and 1951) when the total physical production of 
the entire economy expanded by 8 percent. The parity ratio fell by 5 points in 
1944 and rose by 4 points in 1951. 

4. There were 22 years when the total physical product of the economy failed to 
expand by at least 5 percent. In 16 of these 22 years, the parity ratio fell. The 
6 exceptional years (i. e. where parity ratio rose in spite of economy not ex 
panding by at least 5 percent) were: 1913, 1917, 1983, 1945, 1946, and 1947. 
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Upshot is this: 

If economy does not expand by at least 5 percent, in physical product terms, 
and by at least 8 percent in dollar value of gross national product, farm-family 
income and purchasing power drops. 

With a 10 percent annual expansion, farmers are almost certain to make defi 
nite progress toward attainment of parity income. 

Somewhere around the 8 percent expansion rate, the parity ratio and income 
from farming will remain stable. 


Taste A.—Relation between changes in gross national product measured in 
dollars and changes in net income from farming 
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Taste B.—Relation between changes in total national volume of production and 
changes in farm parity ratio 


Physical volume of 
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Farming most vulnerable segment of economy 


One of the reasons that farming is the most vulnerable segments of the economy 
has been stated by Mr. Donald Rk. Murphy, editor of Wallace’s Farmer of Iowa, in 
these brief words: “Farmers live in an economy dominated by administered prices 
in industry, by wage levels stiffened by union action and by government favors to 
labor, industry, and business.” 

One of the leading agricultural economists of this country, Dr. Bushrod Allin 
makes the same point in these words—“Government policy begat big business ; big 
business begat big labor; and the farmer has to go to Government to obtain the 
right and the‘help to organize and use counterbalancing market power in self- 
defense.” 

You are familiar with the bitter experiences that resulted from this feature of 
the economy in which farmers live and work. Farmers maintain and even try to 
increase production when their prices fall. Industry cuts production and keeps 
its prices up. Farm production increased by 4 percent from 1929 to 1932; prices 
received by farmers dropped by more than half. Industrial production was cut 
about half but industrial prices dropped only one-fourth. Farm machinery pro- 
duction in 1932 was cut 83 percent from the production of 1929. 


38490—54—-pt. 19-30 
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Current signs indicate that exactly the same pattern developed in the more re- 
cent drop from 1952 to 1953. Farm prices fell about 12 percent while farm mar- 
ketings were greater in 1953 than in 1952. Prices of industrial products rose by 
2 percent but industrial production was cut by 4 percent, overall. The superior 
market power of industry gives it a large advantage over the farmer. 

Inflexrible farm costs 

Farm fixed costs are a high proportion of total costs; on the average farm in 
1952 annual overhead fixed costs were about 54 percent of total costs. In tractor 
and farm machinery concerns of the Nation fixed overhead costs were only 10 
percent of total costs according to figures from 1952 United States Statistical 
Abstract. The result is that an industrial concern can cut costs greatly by re- 
ducing production. Farmerscannot. A typical farmer could save only 23 percent 
of his total costs even if he cut his production in half. An industrial concern, such 
as I have described, could save 45 percent of total costs by cutting production in 
half. 


Superior bargaining position of industry 

A second reason that industry can employ production cuts to strengthen its 
bargaining position in the market is due to concentration of ownership and con- 
trol in a small number of firms. This allows concerted action, even in the absence 
of illegal collusion. The market power of industrial concerns is also protected by 
tariffs and embargoes against imports, the legal right to set up limited-liability 
corporations with certain privileges of individual citizens, franchises, and Govern- 
ment guaranteed returns of railroads, truck lines, airlines, electric power, gas, 
and telephone companies and the like. 

I do not advocate that our large-scale industry be entirely broken down and 
scattered out into small roadside factories under separate ownership and con- 
trol. While efforts to keep monopoly under control and within reasonable bounds 
must be a basic element of public policy, we must recognize that basic industrial 
production, unlike farming, is most efficiently conducted in large industrialized 
units organized on the factory pattern. I do not suggest that we tear down all 
protective devices that Government has erected around industry. Many of these 
have played an important part in promoting industrial expansion by giving indus- 
try great power to set its own selling prices. 

These have promoted research development and more rapid adoption of improved 
technology and great new capital investment. 

They have allowed industry to adopt more humane and productive labor policies, 
when labor bargained toughly. 

My point in mentioning it is to show that we need to add to farmers’ bargaining 
power—not completely tear down the bargaining power of industry. 


Government aids and subsidies to industry and business 

The superior bargaining power of business and industry has also been added to 
over all the years by the special governmental aids and subsidies it has sought 
and received. Land grants and other subsidies made possible the great national 
network of railroads. Public expenditures for hard-surface highways made pos- 
sible the rapid development of the automobile industry. The Government mail 
contract and other subsidies to airlines and merchant shipping have not only 
increased the profits of shipbuilding, scheduled airlines, and the operations of 
United States owned merchant ships; but they have also given the Nation faster 
travel and communication and domestic aircraft and shipbuilding industries and 
a reserve cargo fleet as a part of the national defense. These are just a few of 
the many examples of the use of Government subsidies to private businesses 
which promote the general welfare. 

In the hearings before the Agricultural Appropriations Committee of the House 
of Representatives, the Department of Agriculture reported that losses under 
the farm price support programs since their beginning in 1933 were slightly over 
$1 billion. Business reconversion payments to big industry (including tax 
amortization since August 1945) have totaled nearly $41 bill. nn. Subsidies to 
airlines averaged over $100 million per year in 1951 and 1952. This compares 
with average farm price supports costs of approximately $60 million per year 
for the 20-year period. Maritime subsidies have totaled $106 million since 1947. 

The Federal investment in food and fiber in the inventory of Commodity Credit 
Corporation was slightly more than $1 billion on December 31, 1952. On the same 
date the Federal investment in military material on hand and in procurement 
channels was $129 billion. I’m sure you agree with me that stored food and fiber 
are fully as much a national safety reserve as are the different items of military 
hardware. 
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Congressman Clifford Hope, chairman of the Agricultural Committee of the 
House of Representatives, gives these figures from the Federal budget. Agricul- 
tural aids and services $463 million per year; business aids and services $1,041 
million per year. 

I am not complaining about the subsidies that business receives. Many of 
these subsidies are fully justified in the national interest. My point is that 
neither business nor labor nor city people nor any other group in the Nation can 
point the finger of scorn at the services that the Federal Government provides to 
farmers. 

Farmers pay taxes to finance the subsidies paid to business and industry just as 
some of their tax money is used to support governmental services to agriculture. 


FARM PRICES 


There has been some testimony before your committee to the effect that price 
supports have kept the price of wheat, cotton, corn, and other commodities too 
high. Let’s get this one straight in the record. 

(a) A bushel of wheat, or or corn, or a pound of cotton, or a steer, or a dozen 
eggs, or a quart of milk, or a General Motors automobile is worth what people 
think it’s worth. They express their opinions through the market and through 
the democratic political process in the enactment of literally thousands of laws 
on the statute books. 

(b) The American people, acting through Congress, first chose to use a com- 
bination of methods for establishing the worth of farm commodities many years 
ago, in the middle 1920's, when the McNary-Haugen bills were passed by Con- 
gress although vetoed by two Presidents. These bills laid the groundwork for 
legislation adopted in subsequent years. 

Later the following were enacted: Federal Farm Board in 1929; the Agricul- 
tural Adjustment Acts of 1933, 1934, 1988; World War II Stegall Act which 
established 90 percent of parity as a base. 

In Agricultural Act of 1948, title I continued 90 percent for 1 year; and title 
lI provided for a 60 to 90 percent sliding scale, permanently, but the Congress 
did not permit the sliding scale to become effective. 

Next year the Agricultural Act of 1949 was enacted; title I provided for 90 
percent for 1 year with a 70 to 90 percent sliding scale deferred. 

The Younz-Russell-Cooley amendment was passed in 1952 and provided 90 
percent until December 31, 1954. 

This is the record made by a bipartisan majority of the Congress. On every 
occasion where application to actual operation was concerned—a bipartisan 
majority in Congress favor firm adequate supports to the sliding scale. It’s a 
good record—you can be proud of it. 

I am thoroughly irritated to hear repeated statements that Congress has twice 
adopted sliding-scale legislation. Such statements are patently false as the 
historical record shows. 

Congress has never adopted legislation to put the sliding scales into full force 
and effect. And frankly I do not believe that Congress intends to do so now. 

While we're talking about the record I should also like to state this. Itisa 
false rewriting of history to state that either Presidential candidate in the 1952 
election campaigned on a promise to institute sliding-scale price supports in 
January 1955. 

The Democratic candidate campaigned on the party platform which called for 
continuation of the price-support program then in effect: The Young-Russell- 
Cooley amendment. 

The Republican candidate had this to say in his speech at Brookings, S. Dak., 
as quoted in a speech to the annual meeting of Farmers Union Grain Terminal 
Association by Senator Milton Young of North Dakota: 

“The strong position I have taken for the continuance of 90 percent supports 
is exactly the same position I have maintained for many years in Congress. 
It is the same posHion which President Eisenhower took in the last campaign. 
May I quote just a few simple and direct words from a speech the President 
made at Brookings, 8S. Dak., October 2, 1952: 

“*At Kasson in Minnesota some weeks back, later in Omaha, and a number of 
so-called back platform speeches, I have tried to make my position clear. The 
Republican Party is pledged to the sustaining of the 90 percent parity price 
support and it is pledged even more than that to helping the farmer to obtain his 
just parity, 100 percent parity, with the guarantee in the price supports of 
90 percent.’ ”’ 
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Sliding scales and discretionary power 

Now your committee and farmers generally are being asked not to become 
alarmed over a recommendation that the floor be reduced to 75 percent. It is 
true the Secretary of Agriculture has the authority to set supports above the 
75 percent minimum. Can we depend upon his doing so? The record of the 
past 15 months does not give much indication that he will do so. 

Frankly, we do not know from month to month who may be the Secretary of 
Agriculture. We don’t want to buy a pig in a poke. We prefer that Congress 
establish mandatory price supports in law at an adequate level. 

The public record of the past 15 months has been replete with scare statements 
and poor administration by those executive branch officials charged with ad- 
ministering the price support laws. Officials who made that record should not 
be given a discretionary range to establish price support levels from year to year. 
We'd prefer to know that the specific support level is written out in the law. 

The Secretary of Agriculture, who is charged by law with administration of 
price support programs, came before your committee. He used as arguments 
against the 90 percent of parity support levels the fact that market prices for 
supported commodities have been allowed to fall below the support levels estab- 
lished by law or by his own announced intentions. 

As you know, present law requires the Secretary of Agriculture to support 
the prices of basics at 90 percent of parity. In January 1954, cotton was at 87 
percent ; Wheat at 82 percent; corn at 79 percent; and peanuts at 83 percent of 
parity. During the 1953 harvest season the market prices of these commodities 
were allowed to drop even further below the 90 percent support level than was 
the case in January 1954. 

The Secretary himself set the 1953 dairy support level at 90 percent of parity 
and then administered it in such a way that producers of manufacturing milk 
received prices averaging only 82 percent of the parity price during the months 
from April through December 1953. 

We know from past experience with the price-support program, that market 
prices can be kept substantially at or above the support level if the laws are 
faithfully and energetically administered, and when adequate storage, distribu- 
tion and production adjustment programs are available, 

Apparently, Mr. Benson has launched a campaign to sow seeds of discord. He is 
attempting to turn consumer against farmer in order to frighten Congress into 
passing an impractical, unworkable system of farm price supports. 

Last month Secretary Benson appeared before the Senate Agricultural Com- 
mittee and launched the most unbelievable attack on farmers this country has 
ever seen. He has repeatedly repeated some of the same assertions before other 
committees. 

Here’s what Mr. Benson said: “At what point will 140 million Americans who do 
not live on farms rise up—as they did in the potato fiasco of a few years ago— 
and demand not revision but outright elimination of all direct aid to agri- 
culture?” 

Well, I think I can answer Mr. Benson's question. These 140 million Americans 
will rise up and demand elimination of all direct aid to agriculture just as soon 
as they are convinced by exactly the kind of propaganda that Mr. Benson tried 
to sell the Senate committee and repeated before other committees that a pros- 
perous agriculture is a curse rather than a blessing to America. 

It is apparent that Mr. Benson—the administration’s farm spokesman—is 
attempting to create political pressure on city Congressmen in order to force 
support of the “sliding scale system” of price supports. It is a definite cam- 
paign the outlines of which are becoming abundantly and shockingly clear. 

A large majority of farmers are opposed to the sliding-scale system of farm 
price support. They believe it is impractical and unworkable, Impractical, that 
is, if agriculture and the Nation are to be prosperous. 

The administration apparently knows that it cannot sell its farm plan to 
farmers, so it is attempting to sell it to city Congressmen by attempting to incite 
a political revolt among city consumers against farmers. 

These are tactics that could destroy all chances for the adoption of a sound. 
effective system of farm price supports. But at least some of the largest organ- 
ized groups of consumers are not buying Mr. Benson’s campaign and they are 
not afraid to tell Congress their position. 

Just after Mr. Benson made the statement referred to above, Walter Reuther, 
president of the CIO, wrote to the chairman of both the House and Senate Agri- 
culture Committees. I would like to read a few excerpts from Mr. Reuther’s 
speech. He wrote, and I quote: “We denounce Secretary of Agriculture Benson’s 
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attempt to incite city workers against farmers and farmers against city workers 
by falsely stating that city workers are opposed to price supports for farm 
products.” 

“We do not believe that 140 million Americans who do not live on farms are 
now or are likely to become opposed to ‘all direct aid to agriculture.’ ” 

Mr. Reuther goes on to say: “They are aware, as specifically pointed out in 
the Eisenhower administration’s budget sent to Congress January 20, that the 
direct Federal money aids to business exceed direct aids to agriculture including 
net costs of price supports. The business aids do not include billions in additional 
subsidy given business apart from direct appropriation.” 

Mr. Reuther said his organization was fully aware of these two important 
points: “First, farm productivity must be maintained at a level to insure at all 
times (a) a supply of food sufficient to meet the needs of an expanding popula- 
tion at home and (b) whatever obligations this Nation may assume abroad; and 
second, agricultural prices must be stabilized at levels that will afford farmers a 
fair share of the Nation’s income.” 

And Mr. Reuther went on to tell the Congressmen that “we shall not be split 
away from and put in opposition to the working farm families in America. We 
suggest that instead of trying to set American citizens at each other’s throats, as 
Secretary Benson is attempting to do, the Eisenhower administration quickly ad- 
dress itself to this simple proposition : 

“That food is grown to be eaten and fibers are grown to be worn and used; 
that those who produce the foods and fibers should not be penalized for abun- 
dant production, but must be assured of adequate incomes,” and, “that con- 
sumption should be increased by bringing about, through investigation, exposure, 
and if necessary, antitrust prosecutions, reductions in exorbitant markups of 
food prices from the time they leave the farm gate to the time they arrive at the 
retail counter.” 

Now that was not the leader of a farm organization speaking. It was the pres- 
ident of one of the Nation’s largest organized labor groups, the CIO. 

In reality, Mr. Reuther, a leader of organized labor, never should have been 
required to defend farmers against their Secretary of Agriculture. I am at- 
taching as a part of this statement a recent statement from the Communication 
Workers of America on this subject. 

Many businessmen who are, of necessity, realists themselves have come to un- 
derstand that you can’t let the farmer slide down the economic rathole without 
provoking disastrous repercussions to thetr own welfare. 


To break up the farm bloc 


I should like now, to take a few moments to outline how the sliding scale advo- 
cates are seeking to build economic pressures, designed to create political support 
for their program of lower price supports for farmers. I have already men- 
tioned the program spearheaded by Mr. Benson to invite city consumer resent- 
ment against farmers and their price support programs which have always here- 
tofore received quite widespread support from city Cogressmen. 

An equally strong and calculated effort is being made to incite civil war in agri- 
culture by setting commodity group against commodity group. 

Here is the way it is being attempted. 

Pay heed to this, the success of the attempt to break up the farm bloc can, 
in our opinion, bankrupt at least 3 million farmers in 3 years’ time. 

One of the first moves was Mr. Benson’s St. Paul speech over a year ago pro- 
posing that price supports be used only as a protection against “undue disaster.” 
This speech immediately demoralized markets and panicked farmers. 

Next, on April 1, 1953, dairy supports were set at 90 percent of parity for 1 
year without providing for utilization of “surplus” production already clearly 
in sight. (The Department of Agriculture reported at the time that the number 
of milk cows on farms was up 3 percent over a year before—the first rise since 
1945.) This set the stage for a “surplus” of dairy produces—to make dairy 
supports “‘public enemy No. 1” in the 1954 war against price supports. Other 
booby traps set at the same time to enlarge the “surplus” in Government hands 
by 1954: (1) The delay until near the deadline in announcing supports, so that 
nervous dealers dumped their holdings into CCC’s hands for months before the 
announcement; (2) The highly publicized warning that supports would be cut 
in 1954 unless unworkable conditions were met by dairymen, thus assuring that 
dealers would keep their stocks as low as possible throughout the year. 

Next came his action dropping cottonseed price supports from 90 percent of 
parity to 75. This move had three purposes. 
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Cottonseed has two main products—cottonseed ofl, used among other purposes 
for manufacturing oleomargarine; and cottonseed meal, which is an important 
protein supplement for dairy rations. 

Cutting cottonseed prices from 90 to 75 percent of parity undermined the 
farm bloc in two ways—oleomargarine could be manufactured cheaper, and lower 
cottonseed meal prices would enable cottonseed meal to move into normal mar- 
kets of linseed and soybean meal. An action tending to raise enmity of soybean 
and flax producers against cotton farmers. 

The action in dropping the cottonseed support level was the first move in 
the calculated distortion of feed-value equivalent support prices of the other 
high protein oil seeds and the secondary feed grains. 

The experts in animal nutrition at our Federal experimental stations and 
at our State land-grant college experimental stations have worked for years to 
develop the actual pound for pound comparative feed value of all of these sup- 
plemental and competitive feeds. This ratio in terms of price is called the feed- 
value equivalent. 

in processed form, flax is linseed oil and linseed meal, soybeans in processed 
form is soybean oil and soybean meal. Linseed meal, cottonseed meal, and soy- 
bean meal are high protein feeds, competitive with each other and either com- 
petitive with or supplemental to oats, barley, grain sorghums, rye, and corn. 
Oats, barley, and corn have some non-feed commercial uses but they are prin- 
cipally feed. Rye is about 50 percent food and 50 percent feed. 

Since the early years of World War II, support prices on these competitive 
and supplemental feeds have been based largely on the feed-value equivalent 
with 90-percent supports on corn. This was true of these support prices in 1953 
as announced in the fall of 1952. They were as follows: All related to corn 
supports at 90 percent of parity, barley 85 percent of effective parity, oats 85 
percent of effective parity, grain sorghums 85 percent of effective parity, flax 80 
percent of parity, soybeans 90 percent of parity, and rye 85 percent of parity, 
and cottonseed at 90 percent of parity. 

Price supports for 1954 are as follows: The six basic commodities are required 
by law to be supported through 1954 at 90 percent of parity. As you know, these 
are wheat, corn, cotton, rice, tobacco, and peanuts. 

Levels of support for feed grains and high protein supplements are left to the 
administrative discretion of the Secretary of Agriculture. 

In this area, support prices announced for 1954 thus far are as follows: 
Barley, oats, and grain sorghums 8&5 percent of effective parity ; same percentage 
as 1952 but these three feed crops have been on transitional parity which means 
the slide between the old parity and the new, at the rate of 5 percent each year ; 
therefore, barley, oats, and grain sorghums are supported at the same percentage 
of a lower parity price, rye at 85 percent same as 1953, flax 70 percent of parity 
down 10 percent, soybeans 80 percent down 10 percent. 

In terms of pricing: Oats supports are down 5 cents per bushel, barley is 
down 9 cents per bushel, flax is down 65 cents per bushel, soybeans are down 
28 cents per bushel, grain sorghums down 15 cents per hundredweight, and 
rye, no change. 

Obviously the feed-value equivalent in terms of price relationships among 
these competitive and supplemental feeds and between all of them and corn 
supports at 90 percent of parity has been completely destroyed. 

Normally when linseed meal is cheaper than soybean or cottonseed meal or 
cake, demand would shift, bringing an upturn in the flax price. This does not 
happen because of our substantially open door to flax imports (principally from 
Argentine). 

Normally, when oats, barley, grain sorghums, or rye are priced too low in 
relation to corn, either corn comes down or the others come up to the feed value 
equivalent price. Fortunately corn doesn’t come down, because of mandatory 
90-percent supports, but unfortunately oats, barley, and rye don’t come up by 
reason of our substantially “open door” for imports of those crops, principally 
in recent years from Canada. 

Parenthetically, we are informed that the total of the imports of these grains 
for the calendar year 1953 was 141 million bushels. I am reasonably sure that 
an equivalent amount of corn and other feed grains have already found their 
way into the inventories of Commodity Credit Corporation. 

Finally, at the end of the year, came Mr. Benson’s recent announcement that 
price supports on dairy products would be reduced from 90 percent to 75 percent 
of parity effective on April 1. He apparently expected to get political support 
on this move from consumers whose support he requested. 
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Quite evidently he expects that economic pressure will force dairy farmers 
to support his desire for cheaper oats, barley, and the high protein supplements 
as well as grain sorghums and rye. 

The end result of this very involved but apparently deliberate distortion 
of the pricing situation is, that the lower priced feed grains, competitive 
with corn, will move in greater volume into the areas of normal corn consump- 
tion which, in turn, will leave constantly greater supplies of corn in the 
Commodity Credit Corporation’s inventory. 

This will provide additional argument for those who wish to reduce sup 
port prices on corn as well as other commodities. If this can be accomplished, 
the economic pressures which I have heretofore outlined will make it politically 
impossible to hold corn supports at 90 percent of parity beyond this year. 

Without corn supports at 90 percent of parity, we cannot hold wheat and 
when we lose wheat and corn, it will be equally impossible to hold support 
legislation for cotton and the other basic commodities. 

Now after a full year’s turn of the clock, the reduction of dairy supports 
is quite evidently the trigger which is expected to detonate, one at a time, the 
time bombs that have been planted throughout agriculture with complete de 
struction of our entire price-support program as the end objective. 

Cotton producers are still waiting to see if cottonseed supports are to be 
lowered still further below the 75-percent level of last year. Will elimination 
of cotton seed supports be the starting gun for the juggernaut’s second lap? 

Do farmers want to turn discretionary power to determine price-support 
levels over to those responsible for engineering this juggernaut of detruction? 
I think not. 


STOP THE JUGGERNAUT 


Are we to allow this juggernaut of destruction to continue on its head 
strong course? How can we stop this highly organized campaign to destroy 
the price-support programs? 

We should be clearheaded about this. 

EKnactment of the sliding scale as our entire presentation has sought to 
demonstrate, will not help farmers. It will not help small farmers more than 
large farmers. Adoption of the sliding scale will not increase consumption. 
Adoption of the sliding scale will not cut production of commodities now being 
produced in apparent surplus over money demand, 

Adoption of the sliding scale will cut acreage very little, as Secretary Benson 
himself stated in his apparance before your committee. Nor will adoption of 
the sliding scale eliminate the need to impose strict marketing quotas on cotton 
and wheat for every year in the foreseeable future. This fact is brought out 
in the charts supplied for your record by the Secretary. 

As a matter of fact, on the basis of the evidence already before your com 
mittee adoption of sliding-scale price supports will do nothing already more 
than to lower farm prices and farm-family income. And secondarily, it will 
release the Federal Government of a part of its responsibility to farmers 
and to all the people to carry out an intelligent and energetic farm and food 
policy. 

The main effect of adopting sliding-scale price support would be to further 
reduce farm income and to put a lower floor below it. This in turn can only 
mean a serious setback to farmers’ progress in moving toward their goal of full 
parity farm income. 

Neither facts nor reason substantiate the claim that lowered prices will raise 
farm income. 

On the surface, at least, the current arguments over farm price supports 
relates not to the question of whether or not there shall or shall not be a farm 
price support program but rather, are directed to the question of at what level 
supports shall be established. 

I say this purports to be the nexus of the current deliberations. But, the 
Secretary speaks of the sliding scale, with a 75-percent floor as being “a step 
in the right direction.” It is obvious that a change from a 90-percent floor to a 
75-percent floor is a step toward a situation with no supports at all. I am deeply 
concerned about this as a long-range danger. 

I realize that the politically feasible alternatives before your committee at 
this time are two: (1) Firm mandatory supports at 90 percent of parity, using 
the basic commodities to establish the standard; and (2) flexible variable sliding- 
scale supports ranging downward to a 75-percent floor for the basic commodities 
and dairy products. 
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The general welfare of the entire Nation requires the carrying out of a program 
of farm price supports that will prevent farm prices and income from falling 
below an adequate level. 

This means a program of price supports fitted together for the different com- 
modities in a way that makes sense for all of them, that provides for abundant 
production, protection of farm family income, and administered in the spirit 
intended by the legislation setting up the programs. 

It cannot be expected, however, that a public official who recommends that 
the mandatory level of price supports be lowered, would be the kind of public 
official who would use his discretionary power in normal times to raise the 
discretionary support level above the mandatory minimum floor. 

Therefore, it can be expected that whatever floors you write into the proposed 
legislation before you, will in all probability be the effective support prices that 
are put into operation. 


SPECIFIC LEGISLATIVE RECOM MENDATIONS 


I have analyzed the legislative situation with a sound cross-section of the 
congressional leaders of the South, with a cross-section of the Midwest Republican 
leadership, and I have talked with a few of the leaders among the city Congress- 
men. President Patton has spent many days with a wide cross-section of the 
city congressional leadership and in analyzing the entire situation with the 
leaders of organized labor. We believe that the recommendations we are making 
here today represent the thinking of almost all working farm families and a 
majority of the Members of Congress. 

We have projected our analysis of congressional thinking against the back 
ground of the 1954-55 National Farmers’ Union program. Our present recom- 
mendation to you represents our judgment as to the maximum legislation that a 
substantial majority of this Congress will support. 

This does not mean that we have retreated from the total Farmers’ Union 
program or that we have set aside any of the features adopted by the convention. 
We shall continue to strive for its fulfillment. 

However, we do not choos to take the brittle and uncompromising position 
that your committee must embrace the entire Farmers’ Union program this year 
or face our opposition. 

We are willing to work with you to get the best legislation we can. We 
are unwilling to settle for less than the maximum that is possible of attainment. 

Based upon our discussions with many House and Senate Members of both 
political parties, we feel that our specific recommendations will have the strong 
support of a substantial majority of the Members of this Congress. 

(1) Extension of the mandatory 90 percent of parity price supports for the 
basic commodities. 

(2) Enactment of mandatory price supports for rye, oats, barley, grain 
sorghum, soybeans, cottonseed, and flaxseed at a fair scientific feed-value equiva- 
lent ratio to corn at 90 percent of parity. 

(3) Enactment of mandatory 90 percent of parity price support for milk 
and butterfat and beef cattle with authority to the Secretary of Agriculture 
to use parity production payments to accomplish one-fourth of the necessary 
support. 

(4) Enactment of proposed expansion of marketing agreements and orders to 
benefit fruits and vegetables not now covered. 

(5) Adoption of the proposed marketing facilities loan legislation to increase 
efficiency of fruit, vegetables, poultry, and egg marketing in urban terminal 
markets to raise prices to producers and reduce prices to consumers. 

(6) Adoption of one of the proposed domestic food allotment or certificate 
plans to increase the purchasing power of low-income consumers and the un- 
employed, relief recipients, and older citizens to enable them to buy more dairy 
products, beef, cereals, and other farm commodities that are being produced 
in abundance. 

(7) Renewal of the agricultural conservation program legislation. 

(8) Enactment of a conservation incentives payment program for acreage 
diverted from normal uses by operation of acreage allotment and marketing 
quota programs, 

(9) Enactment of the farm trading post program to move greater quantities 
of United States farm products to fill food and fiber needs in other countries. 

(10) Establishment of an adequate food and fiber safety reserve under the 
National Stockpile Act. 
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We strongly urge your committee to draft a comprehensive Agricultural Act 
of 1954 incorporating all of these and substitute such draft for the draft bill now 
before you. 

If you do this, we firmly believe a bipartisan majority of both Houses will 
applaud and approve your action. Moreover, we shall support your efforts whole- 
heartedly. 

Most importantly, such an act, if approved by the President, will give the 
Nation and its farmers an assurance of continued opportunity to move toward 
full parity farm income, producing abundantly and efficiently to fill increasing 
consumer needs, and to aid an intelligent foreign policy to win permanent peace. 

I am also submitting as a part of my statement the attached analysis of the 
administration’s proposals. This analysis was prepared by Mr. John A. Baker, 
of Farmers’ Union Washington staff, and compares the Farmers’ Union position 
in a detailed way with the provisions of the draft bill setting forth the farm- 
policy recommendation of the administration. 


FARM POLICY STATEMENT 


In June 1953 the CWA, in its seventh annual convention, adopted a resolution 
calling attention to the President’s splendid campaign promises to preserve a 
stable agricultural economy and urging that these promises be fulfilled. 

That resolution grew out of the deep and sympathetic interest of communica 
tion workers in the prosperity of American farmers, and the knowledge that in 
our democracy all economic groups are interdependent, and that the well-being 
of our whole economy is imperiled when any group is depressed. 

On October 23, 1953, the president of CWA wrote President Eisenhower again 
calling to the attention of the President the need for carrying out these splendid 
campaign promises. Since then there has been no improvement in the situation. 
As a matter of fact, things have become worse. 

The President, after a full year in office, has finally announced his agricultural 
program for the future. It appears that this program falls far short of fulfilling 
the solemn promises which he made just over a year ago. As a result the 
executive board decided to review the administration’s record on agricultural 
problems. 

During 1953 prices received by the farmer for his products declined at an 
alarming rate. For all farm products the parity ratio fell from 95 in January 
to 90 in November. Beef dropped from 92 in January to 70 in November. Pre- 
sumably a price-support program, similar to the programs which stabilized other 
farm prices over the past 20 years, would have halted this precipitous decline of 
beef prices. Small livestock men demanded such a program. Food processors 
opposed it. Secretary Benson simply refused to recognize what was happening. 
On February 5 he said that the general undertone of livestock prices was ‘“‘sub- 
stantially solid.” By February 15 the parity ratio had fallen three points. 
On February 27 the Secretary announced that the beef market was pretty stable. 
“It has been strengthening.” By March 15 the parity ratio had slipped another 
five points. On May 27 the Secretary said that “in recent weeks the price of 
cattle has stabilized and has even shown evidence of strength.” On June 15 the 
parity ratio stood at 77; by November, as we have seen, it had slumped to 70. 

What does the future hold? Will the prices received by livestock men for 
their beef continue to decline? Is the livestock farmer going to continue to be 
victimized by an unpredictable market over which he has no control? We now 
have the answers to these questions. The President recommended to Congress 
“that the existing conditions with respect to meat animals -be continued.” 

What does the future hold for wheat farmers? Again, it is appropriate to 
look at the record made in 1953. In May 1953 Secretary Benson warned wheat 
farmers that they faced serious storage problems, and added that the “main 
reliance for storage will be upon private enterprise.” Storage facilities, of course, 
are vital to grain farmers. If they do not have bins, they must sell when the 
crop is harvested regardless of price, or leave the grain unsheltered. In June 
1953, spurred on by the demands of farmers and their representatives in Con- 
gress, the Department of Agriculture announced that it would purchase a 
minimum quantity of bins, that storage capacity for 50 million bushels would 
be adequate. The next day, June 16, for the first time since February 11, 1948, 
wheat futures tumbled 10 cents a bushel, the legal limit. The Wall Street 
Journal, mouthpiece of speculators, reported that the “weakness in wheat was 
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again caused by expanded harvest of winter wheat and concern over storage 
space.” On the same day, a Department of Agriculture spokesman declared that 
the Government was not contemplating a change in its storage policy.. However, 
intradepartmental liaison must have been weak, because the next day the Com- 
modity Credit Corporation announced limited emergency price supports on wheat 
stored on the ground in certain restricted arid areas of the Southwest. On 
July 8, after the small farmer had been compelled by economic necessity to dump 
his unstored wheat on the market, the Department finally decided to purchase 
grain storage capacity for 90 million bushels, nearly twice what it had asserted in 
February would be adequate. 

Who benefited from this program of indecision and inaction? Certainly, not 
the American wheat farmer. Certainly, not the American economic system. 

What is the grain storage program of the administration for 1954? The 
President has announced that the present price-support levels will be continued 
until the 1954 crop is harvested. After that, “the level of price support for 
wheat should be related to supply.” This means that when there is an oversup 
ply of wheat and consequently a low price in the market place, supports will be 
lowered. When there is an undersupply, a high demand and a high price in the 
market place, supports will be raised. In other words, when the farmer needs 
help, he won't get it, and when he doesn’t need it, it will be offered. That 
is the dismal picture facing wheat farmers. Even the assurance that the exist- 
ing support level will continue through 1954 offers little solace. If the Secretary 
of Agriculture follows the same too little, too late policy that he followed in 1953, 
and there is no basis for assuming that he won't, the wheat farmers of America 
are in a sorry plight. 

The prospects for other segments of American agriculture are equally unen- 
couraging if the administration’s past performance is any guide. Consider 
the dairy industry. Early in 1953, Senator Thye, a Republican and ardent sup- 
porter of the administration, said, “The present support on butter expires ‘April 
l. Every day that there is no clear statement on that question those who have 
butter are trying to dump it * * * because they are afraid that the Secretary 
may announce supports at somewhere less than 90 percent.” 

Not until the end of February did the Secretary respond to the demands of 
the Senator, and the exigencies of the industry, and announce the maintenance 
of price support at 90 percent of parity. Meanwhile, the dairy farmer, and par- 
ticularly the small farmer, had to dump his product; and the maintenance of 
support benefited chiefly the processor and speculator. What will be the Secre- 
tary’s policy with respect to dairy price supports for 1954? President Eisen- 
hower has recommended a continuation of the existing program. Does this 
mean that the Secretary of Agriculture will repeat his dilatory performance 
of last year with respect to dairy products? The answer to this question is 
indicated by a significant statement by Secretary Benson on November 19, 
1958, at Burlington, Vt., in which he violently attacked the price-support program 
as “a monstrosity”. Does he intend to destroy the “monstrosity”? Apparently 
no one knows, and especially the dairy farmers. Probably the little farmer 
regards uncertainty as a more dangerous monstrosity than price supports which 
enable him to get a fair return for his private enterprise. 

The board fully recognized that members of CWA are, of course, consumers of 
farm products. How have they been affected by the indecision and inactivity 
of the Department of Agriculture? While the farmer in 1953 received on the 
average $7 less for the food in the average family market basket, in the price 
of that basket to the consumer increased $18. While the farmer’s income from 
eattle declined 12 percent, the retail price of beef and veal rose 6.7 percent from 
July to August. That is an ugly and discouraging picture. The farmer gets 
less and less, while the consumer pays more and more. Who benefits from that 
monstrosity? Agriculture doesn’t. The American economy doesn’t. The specu- 
lator does, because the source of his gain is public uncertainty. We are informed 
that Secretary Benson’s Finance Advisory Committee on farm credit matters 
consists of no farmers, 4 bankers and 3 insurance executives. Apparently, it is 
the administration’s attitude that, to paraphrase a notorious faux pas, whatever 
benefits the speculator benefits the Nation, although it may ruin the farmer and 
the worker and the small-business man. With respect to the farmer, the ad- 
ministration’s attitude has been clarified by the absence of any suggestion in 
the newly announced farm program of any real attempt to assure the American 
farmers that they will receive their fair share of the national income. 
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As a result of this study and review the executive board of the Communications 
Workers of America meeting in the city of Atlanta this 2lst day of January 
1954 calls upon President Eisenhower to take forthright and vigorous action to 
have this situation corrected. This board has utmost faith in the personal 
integrity of the President and has the utmost confidence that he intended, and 
still intends to bring economic security to the farmers of the Nation. However 
it hopes he will recognize the incompatibilities which have marred his first year 
in office. It further hopes he will act with decisiveness and efficiency which are 
inseparable from great leadership. 

The executive board further calls upon the Congress of the United States to 
make an immediate investigation of this problem and quickly enact such addi- 
tional legislation as may be required to give the farmers of the nation the 
security they need. The board believes that unless these measures are taken the 
people of the United States can not expect to have an evenly balanced economy. 


Key FEATURES OF VARIOUS ProposeD Masjor Farm Price-Support PLANS 
(See sec. F-I for justification for price supports) 
1. AGRICULTURAL ACT OF 1949 


Has two phases: 

A. Law now in effect, Young-Russell-Cooley amendment, has two parts: 

First: 90 percent of parity for basics—wheat, cotton, corn, rice, peanuts, and 
tobacco. Expires December 31, 1954. 

Second part: Continues present method of calculating parity. Expires Decem- 
ber 31, 1955. 

B. Permanent sliding scale and rollback-parity provisions; three parts: 

First: Goes into effect January 1, 1956, unless changed. Provides 75-90 per- 
cent of parity supports for basics, with support floors dropping as supplies 
increase. 

Second part: Goes into effect January 1, 1957, unless changed. Provides 
change from present method of calculating parity to new method that will cut 
wheat-parity prices from $2.45 to $2.07 per bushel; corn parity from $1.78 to 
$1.59 per bushel; cotton parity from 34 to 32 cents per pound; and peanut parity 
prices from 13 to 11 cents per pound. 

Third part: In full force and effect now with no cutoff date. Provides (a) 
75 to 90 percent of parity mandatory support for dairy products; (b) 60 to 90 
percent of mandatory supports for honey, tung nuts, wool, and mohair; (c) per- 
missive supports for all farm commodities, except potatoes, at any point up 
to 90 percent of parity. 


2. FARMERS UNION RECOMMENDATION 


One hundred percent of parity, as now calculated for basics, for family farm 
production of all farm commodities with authority to use any method of sup- 
port alone or in combination. 


3. EISENHOWER-BENSON-FARM BUREAU PROPOSAI 


(a) (1) Put wheat, cotton, corn, rice, and peanuts on 75 to 90 percent sliding 
scale beginning January 11, 1955. Allow Young-Russell-Cooley amendment to 
expire. 

(2) Rollback-parity prices for wheat, cotton, corn, and peanuts beginning 
January 1, 1956, with provision that transitional parity price would not drop 
more than 5 percent in any 1 year. 

(b) Eliminate mandatory supports for honey and tung nuts. Supports would 
be permissive but not required. 

(ec) Allow permissive supports for potatoes. 

(d@) Provide 90-percent mandatory supports for* wool by means of direct 
payments to producers (Brannon-Farmers Union recommendations). 

(e) Seventy-five to ninety percent mandatory supports for milk and butterfat. 
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4. ALTERNATIVE METHODS 


OF FIGURING PARITY 


Comparison of 1954 parity prices calculated by different parity formulas 


[Based on 1943-52 average prices and Aug. 15, 1953, parity index] 


Commodity 


Wheat, per bushel _- 
Corn, per bushel... 
Cotton, per pound 
Rice, per hundredweight 
Peanuts, per pound 
Tobacco 
Flue-cured, per pound 
Burley, per pound 


Small changes will go into effect Jan. 30, 1954. 


Commodity 


Hogs, per hundredweight 
Eggs, per dozen 
Milk, whosesale, per hundredweight 
Butterfat, per pound 
Chickens, per pound_-- 
Potatoes, per bushel 
Wool, per pound 
Beef cattle, per hundredweight 
Calves, per hundredweight 
Lambs, per hundredweight 
Tung nuts, per ton 
Honey 

Comb, per pound 

Extracted, per pound 
Grain sorghum, per hundredweight 
Barley, per bushel 
Oats, per bushel 
Edible beans, per hundredweight 
Flaxseed, per bushel 
Soybeans, per bushel 
Turkeys, per pound 


3 Transitional parity price. 


| Effective 

Old parity | New parity! parity 
formula | formula! | prices (1949 

act) 


| 
$2. 45 $2. 07 
sale 1. 59 
3135 | 3280 
5.01 | 5.34 
. 130 | . 106 


. 529 | . 528 


513 514 


} Effective 
Old parity |New parity parity 
formula formula prices 

| (1949 act) 


20 | $20. 20 
. 467 9,477 
67 | 4.67 
742 | 742 
. 306 . B06 
. 59 
. 584 
. 00 
30 
. 80 
. 90 
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5. MANDATORY PRICE SUPPORT FLOOR IN DIFFERENT PROPOSALS (USING PRICE DATA AS 
OF AUG, 15, 1953) 


| 

Present law, 

Young- Russell- 
Cooley 


Eisenhower-Benson, 
Farm Bureau ! 


Farmers Union 
recommendation 


| 


| 
| 
neat _ 


Percent 
of parity 


Percent | 
of ; arity 


Percent 


Dollars of parity 


Dollars Dollars 


Wheat, per bushel... _- 7 a 100 | 2.45 90 2. 20 5 | 55 
Cotton, per pound | 100 é 90 31 { 25 
Corn, per bushel s 100 ; 90 60 
Rice, per hundredweight 100 5. 34 90 81 
Peanuts, per pound : 100 3 | 90 12 | 
Tobacco: | | 
Flue cured, per pound oda 100 | 90 48 
Burley, per pound. _. othe 100 5 90 | 


Honey: | 
Comb, per pound 100 | : 60 | 19 
Extracted, per pound.__...._.. | 100 | . 16 60 | 
Tung nuts, per ton... pin eiehae ‘ 100 97 60 58. 74 
Wool, per nound 100 | | 
Milk, wholesale, per hundredweight_ 100 75 3.33 | 
Butterfat, per pound : 100 | 3 | 75 | 45 | 
Hogs, per hundredweight.-_- ‘ | 100 
Eggs, rer dozen 100 
Beef cattle, per hundredweight 100 | 
Calves, per hundredweight_ . __- 100 | 
All other A a 100 |_. 





! After recommendations were in full effect, see tables below for transition. 
2 No floor. 


6. TRANSITION SUPPORT PRICE FLOORS RECOMMENDED BY EISENHOWER-BENSON-FARM 
BUREAU 


Commodity | 1954 | 1955 1956 | 1957 1958 1959 


Wheat, per bushel. vw $2.20] $1.84] $1.7! $1. 66 58 | $1.55 
Corn, per bushel_- Whew 1. 60 1.34 1. | | 1.19 
Cotton, per pound . ‘ 31 26 . 25 | 28 2 25 
Peanuts, per pound... _-- : . 10 : 09 


7. TRANSITIONAL PARITY PRICES RECOMMENDED BY EISEN HOWER-BENSON-FARM BUREAU 


Commodity | 1954 | 1955 | 1956 | 1957 | 1958 | 1959 


Wheat, per bushel___._.___-- : $2.45 | $2.45 | $2.33) $2.21) $2.11 $2. 07 
Corn, per bushel.. ‘ | 78 1.78 1. 69 1. 61 1. 59 1. 59 
Cotton, per pound... _--. . erecta 34 34 . 33 33 33 38 
Peanuts, per pound _- hoe 13 13 .12 ll ll -ll 


ANALYSIS OF S. 3052, ADMINISTRATION’s FarM PLAN, INTRODUCED By SENATOR 
AIKEN, CITED AS AGRICULTURAL AcT OF 1954 


The administration’s farm plan other than wool and cotton price supports has 
been introduced in the Senate as a package bill to be cited as the Agricultural 
Act of 1954. The package bill covers: (1) Farm-price supports, (2) establish- 
ment of safety food reserves by stockpiling, (3) domestic distribution programs, 
(4) foreign distribution programs, (5) marketing agreements and orders, and 
(6) renewal with changes of the ACA program including handling of diverted 
acres. 

Wide grants of authority to the Secretary of Agriculture with only broad gen- 
eral and vague directives on these six subjects characterize the Aiken-Benson 
bill. Greater detail on President Eisenhower’s farm recommendations are 
spelled out in bill than were available from the special farm message and 
Benson’s subsequent testimony and that of other administration officials. 
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Farm price supports.—Existing farm price support legislation would be severely 
weakened in several important respects by enactment of the Aiken-Benson bill. 
These are (references are to S. 3052 the Aiken-Benson bill) : 

1. All basic farm commodities except tobacco, would be put on the 75-percent 
minimum sliding scale beginning January 1, 1954, to replace present 90-percent 
mandatory supports. 

2. Sliding scale for corn is revised to make it slide just twice as fast as in 
present law (sec. 201). Support level would drop by 1 percentage point below 
90 percent of parity for each 1 percentage point rise in supply percentage above 
100 percent instead of for each 2 percent rise in supply as provided in present 
law. Minimum support of 75 percent for corn would be reached when total 
supply is only 115 percent of normal compared with 130 percent as now. 

3. Mandatory price supports for Irish potatoes, honey, and tung nuts would 
be repealed (sec 202). 

4. Wheat, cotton, corn, and peanuts would be subjected to rollback parity 
price formula by means of annual 5 percent transitional drops from parity price 
calculated by formula now in use under present law to parity price calculated 
by the so-called modernized parity formula (sec. 301). 

All of the Aiken-Benson proposals would require Changes in present law in a 
direction away from National Farmers Union program not toward it. ‘The effects 
of Aiken-Benson proposals on parity prices and support levels are shown on 
pages 1 to 5 of section A-I le of the NFU legislative notebook. 

Hisenhower price support recommendations omitted from Aiken-Benson bill 
include: (1) wool recommendations, which have been incorporatd in separate 
bill, (2) decreasing the support level for cotton at which acreage allotments 
and marketing quotas would be put into effect. 

Safety reserves and production adjustments (acreage allotwecnts and market- 
ing quotas).—Aiken-Benson bill, 8. 3052, includes all of Eisenhower’s recom 
mendation, except some of those affecting cotton and corn. These recommenda- 
tions are all in the direction of making production controls more severe than con- 
templated under present law, except for corn in which case the bill repeals the 
present law authorizing use of marketing quotas for corn. Otherwise, the bill 
provides for continuing and making tougher the production control programs. 
The specific changes recommended by President Eisenhower and incorporated 
in the Aiken-Benson bill, S. 3052, are: 

1. Would establish a special “commodity set-aside” within CCC inventories of 
not to exceed $2.5 billion worth of specifically named commodities with the fol- 
lowing limits: 


Commodity Maximum Minimum 


Wheat (bushels) 500, 000, 000 400, 000, 000 
Cotton (bales . , 000, 000 | 3, 000, 000 
Cottonseed oil (pounds) . -. 500, 000, 000 0 
Butter (pounds) 000, 000 0 
Nonfat dry milk solids (pounds) 300, 000, 000 | 0 


Cheese (pounds) | 000, 000 0 


This special set-aside would differ from ordinary CCC inventories in the 
following ways: 

(a) The limitations on sales prices provided in section 407 of the Agricultural 
Act of 1949 would not apply to the set-aside. That is to say, commodities in the 
set-aside could be sold domestically for less than support level plus 5 percent plus 
carrying charges (sec. 104). 

(b) The quantities of wheat and cotton in the special set-aside would not be 
considered as a part of total supply of that commodity in connection with ealcu- 
lations of support level on the sliding scale. While not clear in the bill, ap- 
parently cotton and wheat set-aside would not, according to supplemental 
material furnished by Secretary’s office, be eliminated in calculation of total 
supply in connection with acreage allotments and marketing quotas (sec. 105). 

(c) Commodity Credit Corporation would not be reimbursed for commodities 
placed in set-aside. Such set-aside commodities as might be transferred to the 
national stockpile would be handled by authorizing the Secretary of Treasury 
to cancel notes issued by the Commodity Credit Corporation. The bill specifi- 
cally provides for “Transfer to the national stockpile established pursuant to 
the act of June 7, 1989, without reimbursement from funds appropriated for the 
purposes of that act” (see. 108 (a) (4) and sec. 107). 
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(d) The commodities put in the set-aside but not those in regular CCC inven- 
tories could be disposed of in addition to transfer to national stockpile by: 
(1) Transfer for foreign aid) with no provisions to indicate the nature of this 
operation), (2) sale or barter in foreign countries, (3) donation to school lunch 
program, (4) for disaster relief in United States, and (5) sale back in regular 
domestic market at 105 percent of parity (sec. 108). 

This last provision, combined with the sliding-scale price support recommenda 
tion means that Aiken-Benson bill and the administration recommendations 
put a 105 percent of parity ceiling or prices of supported commodities and a 
105-percent floor under wool, 90-percent floor under tobacco, a 75-percent floor 
under wheat, cotton, corn, rice, peanuts, dairy products and no mandatory floors 
for any other commodities. 

Compared to National Farmers Union recommendations as incorporated in 
bills already before Congress, here are the weaknesses of the Aiken-Benson bill, 
S. 3052: 

1. No actual reimbursement to CCC for commodities transferred to national 
stockpile from stockpile appropriations. Such reimbursement would be re- 
quired by enactinent of S. 2861 (Mansfield) and H. R. 7315 and 6873 (Metcalf 
and Brooks). 

2. No provisions other than a vague general statement is included in bill to 
direct Department of Agriculture to establish a domestic food allotment pro- 
gram or any other program for making greater quantities of abundant United 
States farm production available to low-income people, unemployed persons, 
older citizens, relief recipients in this country. Under Aiken-Berson bill, no 
reimbursement would be made to CCC for commodities used for domestic dis 
tribution. Such programs definitely providing for reimbursement to CCC have 
been proposed by an increasing number of bills that have been introduced in 
House and Senate, including among others NEF.U-sponsored Aiken-Humphrey, 
and Metcalf food allotment bills and the Lovre special domestic food allotment 
hill (HA. R. 6908, 8. 2550, H. R. 8208). 

3. No provisions other than vague general statement and no authorization 
for appropriations to step up use of abundant United States farm production to 
bolster the United States foreign policy. Such programs are definitely spelled 
out in: (a) The NFU-supported international food reserve resolution intro 
duced in the Senate by 24 Senators and by Congressmen Metcalf and Bolling in 
the House, and (b) in NFU-supported United States farm trading post bills 
introduced by Senator Humphrey and Congressman Hill (S. J. Res. 56, H. J. 
Res. 333, H. R. 7876, and 8. 3020). 

4. Instead of providing for abundant farm production in acreage allotments 
and marketing quota legislation as provided in NFU-supported Senate Joint 
Resolution 79 (Mundt, Thye, Carlson, Schoeppel, Welker, Young, Langer) and 
S. 2102 (Humphrey, Kerr, Murray) the Aiken-Benson bill would apply scarcity 
principle to production controls. 

5. Present legislation providing for use of 10-year average adjusted for trend 
in calculating wheat and corn yields in connection with calculation and alloca- 
tion of acreage allotments and marketing quotas would be amended to provide 
for use of a 5-year average, readjusted for trend. I have not had the time to 
make the very detailed calculations to find out what, if any, damage or benefit 
this would do to different areas. 

6. Concept in present law of “commercial corn area” is not changed except to 
make use of 5-year averages rather than 10-year averages in the calculations. 
Again I have not had time to determine what this change would mean. 

Expanded domestic use of abundant farm production.—Several vague author 
izations, but not detailed directions, to the Secretary of Agriculture to establish 
new and increased programs for expanded domestic consumption of abundant 
United States farm production are included in the Aiken-Benson bill. These 
include: 

1. With regard to the generally unspecified (except for wheat and cotton) 
quantities of CCC stocks that would be placed in the commodity set-aside, section 
108 of the bill provides that the commodity set-aside shall be reduced by domestic 
disposals “made in accordance with directions of the President” in the following 
ways: 

(a) Donation to school-lunch program. (This authority already exists under 
sec. 6 of School Lunch Act, legislation authorizing use of so-called sec. 32 tariff 
receipts funds, and in CCC Charter Act.) No reimbursement to CCC for the 
commodities so transferred is required or authorized. 

(») Transfer to national stockpile with no reimbursement. 
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(c) Donation, sale, or other disposition for research, experimental, or educa- 
tional purposes. (This authority already exists with respect to CCC stocks in 
section 407 of Agricultural Act of 1949.) No reimbursement to CCC for stocks 
so used is required or authorized. 

(d) Donation, sale, or other disposition for disaster or other relief purposes 
in the United States or to meet any national emergency declared by the Presi- 
dent. This provision is so strict that it would probably rule out domestic 
distribution programs of the type that would be provided by enactment of the 
Humphrey-Aiken, Lovre, and Metcalf bills to issue of food-allotment coupons to 
low income, unemployed, older citizens and others to enable them to buy needed 
quantities of abundant food for good nutrition. 

(e) Sale for unrestricted use to meet a need for increased supplies at not less 
than 105 percent of parity. This in effect would put 105 percent of parity price 
ceiling upon any farm commodity, stocks of which were placed in the commodity 
set-aside. 

(f) Regular channels of trade and established markets and marketing systems 
are protected from the insulated set-aside only by this vague wording: “The 
President shall prescribe such terms and conditions for the disposal of commodi- 
ties in the commodity set-aside as he determines will provide adequate safe- 
guards against interference with normal marketings of the supplies of such 
commodities outside the commodity set-aside.” 

This and other provisions make it quite obvious that the Aiken-Benson plan 
calls for actual commodity distribution, not for the NFU-supported Lovre, Met- 
calf, Humphrey type of program that would augment the purchasing power of 
United States consumers, allowing them to purchase greater quantities of com- 
modities that would thereby move through normal channels of trade and retail 
stores, 

(qg) Regular CCC stocks, not put into the commodity set-aside, could be dis- 
posed of as under present law with recommended amendments: (1) eliminates 
the priority listing; (2) adds State penal and corrective institutions, and (3) 
authorizes the Secretary to pay for repackaging certain delivery costs. These 
are consistent with the NFU-program as far as they go but they fall well short 
of a “dynamic progressive” new domestic distribution program. 

Erpanded foreign outlets for abundant United States farm production.— 
Aiken-Benson program (S. 3052) makes a few timid suggestions for increased 
use of United States farm production to work for attainment of world peace 
and prosperity. Under present law CCC is authorized to “donate stocks to 
United States private welfare organizations for use in assistance of needy per- 
sons outside the United States.” This authority would be continued in Aiken- 
Benson bill but no provision is made for reimbursing CCC for the stocks so used, 
and CCC funds would be used to pay for prepackaging and for transportation 
costs to f. o. b. vessels in American ports. 

The special stocks (cotton, wheat, ete.) in the commodity set-aside would be 
available for (1) transfer to foreign-aid purposes, including disaster and other 
relief purposes outside the United States, and (2) sale or barter (including 
barter for strategic materials) to develop new or expanded markets for American 
agricultural commodities. 

Even for the limited quantities of stocks in the commodity set-aside, these 
provisions for use of American food to implement United States foreign policy 
are very inadequate. They fall far short of the NFU-supported bills that would 
establish an international food reserve and a United States farm trading post 
(see above). 

Moreover, and again, no provision is made to reimburse CCC for the com- 
modities so used. The entire cost of such commodities would be charged up 
as CCC losses and would result in capital impairment of CCC. Such losses 
would have to be made up by an act of Congress and would be charged by 
public opinion as a cost of the price-support and other farm programs. In 
reality these costs should be charged to national defense and foreign operations 
appropriations. 

Marketing agreements and orders.—Canned and frozen fruits and vegetables, 
dried fruits and fruits for canning or freezing, filberts, almonds, pecans, walnuts, 
and vegetables (including vegetables for canning and freezing) would be added 
by the Aiken-Benson bill to the list of commodities that are authorized for use 
of marketing agreements and orders. 

This was recommended in the Brannan plan and has been supported by National 
Farmers Union. 
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Agricultural conservation practices program and use of diverted areas.—Early 
transfer of ACP program to State grant-in-aid basis is provided in the Aiken- 
Benson bill, 8. 3052. Provision is made for State takeover, one State at a time. 
In other words, 24 States, for example, might be operating ACP on a grant-in-aid 
basis, while in the other 24 States USDA would be operating the ACP program as 
now through the State, county, and community farmer committee system. 

Extension of ACP for 2 more years after it expires on December 31, 1954, is 
provided. 

Senator Aiken had intended, but for some reason inadvertently did not include 
a provision for as he stated, “controlling the use of diverted acres.” The bill 
(S. 3052) itself says only: “In carrying out such (ACP programs), the Secretary 
shall give particular consideration to conservation problems on farmlands di- 
verted from crops under acreage-allotment programs.” 

This brief and vague statement is far short of the NFU-favored programs for 
diverted acres that have been introduced by Senators Humphrey and Thye and 
Congressmen Andresen and Marshall, among others. 

Hearings.—Senate Agricultural Committee started hearings on Aiken-Benson 
bill, S. 8052, on Thursday morning, March 4, 1954. Senator Aiken, chairman 
of the committee, announced that hearings would be continued until every member 
of the committee had asked all the questions he wished and every possible witness 
representing all agricultural interests had been heard. 

The Cuarrman. Mr. Poage? : 

Mr. Poace. Mr. Chairman, I ask that the record show at this point 
that during a large part of this presentation there was no representa- 
tive of the press present, and that there has, through no part of it, 
been any representative of the press present except Mr. Hornaday of 
the Dallas News. I am glad the Texas representative is here. 

Mr. AnprEsEN. Will you yield? 

Mr. Poaae. Yes. 

Mr. ANprEsEN. I might state to the gentleman that there were 
several representatives of the press here and all of them had the same 
copies of the respective statements that had been furnished the com- 
mittee although they did not hear the oral presentation of Mr. Talbott. 

Mr. Poace. I observed that when witnesses speaking for other 
viewpoints were present, there was a table full of press representa- 
tives regardless of how many written statements they had. I am 
quite certain that anybody who simply had Mr. Talbott’s written 
statement missed a great deal of the things that he had to say to this 
committee, and I want to commend him for what he said because he 
has answered questions, he has not evaded a thing in the world as far 
as I can see, nor has he sought to be ambiguous about where he stood. 

I could not agree with all of his conclusions, but I was at least glad 
to have somebody appear before this committee who was willing to 
say where he stood. I commend Mr. Talbott for taking a stand. 
Whether right or wrong I appreciate a man telling us where he stands. 

Mr. AnpreEsen. I would also like to say and observe that we have a 
rather full quota membership here today. 

Mr. Patron. We appreciate it. 

Mr. ANpreEsEN. I congratulate Mr. Talbott on his excellent and 
constructive statement. I do not see anybody from this side depart- 
ing, who did not want to stay and hear everything he had to say. 

The Cuarrman. Mr. Hill? 

Mr. Hitz. I would like to get back to what we are here for this 
morning. I enjoy the discussion about the press but I am here to 
talk to witnesses who have a program. I think if this Nation of ours 
ever needed an agricultural program it is in 1954. I will go one step 
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further and say as far as this Congressman is concerned the only 
place you are going to get it is in this committee room. 

Mr. Poace. Will the gentleman yield? 

Mr. Hitt, Certainly. 

Mr. Poacr. Does not the fact that only Mr. Benson’s side of this 
program is presented to the public make it a whole lot harder to get 
a program / 

Mr. Hitz. I would say. It might make it easier if everything is 
understood. 

Mr. Poace. I hope so. But it will not be understood unless the 
public gets a report on both sides. 

Mr. Hix. I would like to ask some questions. I would like to say 
that I have known the president of the Farmers Union even since I 
lived on a dry farm in eastern Colorado, right at the edge of the Dust 
Bow], when Mr. Patton was selling. What do you think of all things? 
Insurance. 

Mr. Parron. Farmers’ Union insurance. 

Mr. Hi. Farmers’ Union insurance to the dry land farmer. He 
was willing to go into that area and sell insurance. 

Mr. Parron. It was hard work, Mr. Congressman. 

Mr. Hi. Yes, it is, and you know that territory. 

Mr. ANDRESEN. Will you yield? 

Mr. Hu. Yes. 

Mr. ANpDREsEN. Mr. Talbott, if you will, give the committee some 
idea as to the cost out of the Treasury of the program you have pro- 
posed, about making payments to producers. 

Mr. Ta.zorr. I am sorry to say that I promised some weeks ago 
to get you some estimates on that. Because Senator Aiken has for 
some years been interested in this and has had bills before the Senate 
1 asked his office to get me the figures, and I am sorry to say that 
1 have not gotten them yet. 

Mr. ANpDRESEN. Will you make those figures available to the com- 
mittee ? 

Mr. Tatsorr. As quickly as I can get them. 

(The following data was submitted to the committee by Mr. 
Talbott :) 


I have been unable to obtain the specific figures I discussed with Congressman 


Andresen during the hearing. However, the following are submitted as 
illustrative. 


Assuming a domestic food-allotment program specifically for the recipients of 


public relief assistance, with a $5 per month maximum certificate or allotment 


coupon per person, the total annual value of the certificates used would be 


approximately $324 million. 


There are about 2,600,000 aged persons on public assistance; 2 million de- 
pendent children and caretakers on public-assistance rolls; about 100,000 blind ; 
198,000 totally disabled on public relief assistance ; and 594,000 persons receiving 
general relief assistance from State and local sources. This comes to about 


5,400,000 persons in total. 


If, in addition, the 2,200,000 persons estimated by the Bureau of the Census 
to have been unemployed for 6 weeks or more in February 1954 should be added 
to the recipients of food certificates, this would cost an additional $10 million 


per month. 





Mr. ANpRESEN. You understand that when we get out on the floor 
with a bill, or even in the committee, the membership wants to know 
and justify whatever the cost of any program will be. 











LONG RANGE FARM PROGRAM 3365 


Mr. Patron. I would like to comment on Congressman Andresen’s 
question. I donot have any figures. We are depending as Mr. Talbott 
said on a source. But I am convinced of this: If you get consumption 
into this country your price-support program will cost a whale of 
a lot less money. The truth of the matter is that we have millions 
of people who are not getting an adequate diet in this country. If 
we tie that in with an adequate international program, then the price- 
support programs will cost very little. 

I would like to say further that I think it is a lot cheaper to spend 
some money on a domestic food allotment plan and put the mage in 
people’s stomachs and take the pressure off the market than it 
to pile it up in warehouses because of the price-support program. 

Mr. AnpresENn. I do not disagree with what you said, but for the 
immediate present, when we consider legislation, we must justify cer- 
tain facts and costs in presentation of any bill. 

Will you yield for another question ¢ 

Mr. Hixx. I always yield to my superiors. 

Mr. ANDRESEN. I cannot quite reconcile the statements made by 
several of your group on the matter of urging continuation of a 
reciprocal-trade program, and then stating that there should be, or 
indicating at least that there should be a limitation or an embargo on 
imports of feed grains. 

Mr. Tatsorr. Congressman Andresen, in the time available we did 
not feel the committee had time for us to go into everything. I think 
if you will read the briefs I believe that matter was handled particu- 
larly in Mr. Solberg’s brief. We do not think that the country would 
be better to have embargoes or very high tariffs, but we had a great 
deal of experience during World War II with what I believe then 

was called or referred to as annually adjustable import quotas. 

We feel that if the farmers of this country are protected with man- 
datory firm price supports then if it is considered to be in the interest 
of the country—that means all the people—if it is considered by the 
Congress to bring in dairy products, oats and barley, and they will 
still continue to protect the farmers and carry the surpluses of imports 
in the Commodity Credit Corporation, then that is something for the 
Congress to decide on the basis of what is best for the whole country. 

Mr. Hirx. And they should not charge it up to the agricultural 
program. 

Mr. Tarzorr. That is right. 

Mr. Hix. The agricultural program does not owe that money in any 
sense of the word. 

Mr. Tatsorr. That is right. 

Mr. Parton. We certainly do not charge the cost of the guns and 
airplanes and so on that we are sending into China to the tune of $114 
billion—I am not against sending it, I think we have to do it—we do 
not charge that to the manufacturers and steel producers and various 
producers of those commodities. We properly charge it to the total 
public. 

Tf it is advisable, as a part of foreign policy, for us to take certain 
imports, then the American farmer should not be asked to pay the bill. 
He should not be asked to take a lower price because we want, as a 
matter of foreign policy, to accept certain imports. 

Mr. Anpresen. I agree with you but I paid very careful attention 
to Mr. Solberg’s statement, in which he indicated that it would be 








3366 LONG RANGE FARM PROGRAM 


desirable for our country to assist other countries to secure increased 
production. Under a free-trade policy and with a higher price level 
in this country because partly at least because of the tariff and be- 
cause of the support program, we would only be inviting other people 
to produce more of the competitive things that we produce in the 
United States for shipment into this country. 

Mr. Sorrerc. Mr. Chairman, in the detailed statement you will 
find the answer, I think. In effect we say that if we are to have large 
imports the farmer should be protected. If it is a price-support 
mechanism with direct payments, that is one way of doing it. If 
we cannot do it that way we should have a variable tariff that protects 
at the parity level. 

Mr. Anpresen. We have that now. We have a variable tariff up or 
down 50 percent. 

Mr. Sotverc. This would be automatic, moving with parity. 

Mr. Parron. I would like to comment further on Mr. Andresen’s 
statement. In the detailed statement by Mr. Solberg, we do not favor 
free trade because it is cartelized. The trade of the world is cartelized 
today. It is dealt with in cartels. Nor do we favor a higher and 
higher barrier around it. 

We feel that eventually to meet our problems as a nation, to be the 
leaders of the free world or the democratic areas of the world, we 
must—all the farm organizations, incidentally, have agreed upon this 
in the past—we must establish international ror a that will deal 
with the problem of moving food and fiber into the areas both of need 
and want. The first proposal of that kind was aaa d in 1946, I be- 
lieve, in the so-called World Food Board. It was endorsed by the 
farm organizations of 38 countries. That was turned down princi- 
pally by our Government and Great Britain, and later at Guelph, 
Canada, in 1949 the International Federation of Agricultural Pro- 
ducers, with 1 endorsement of all the American farm organizations, 
as I remember i . proposed what later came to be known as an Inter- 
national ¢ aan Clearinghouse. 

It in turn was turned-down I think principally by the British but 
also there was some objection to it by I believe—I may be accurate in 
saving—the Treasury Department, because of the currency factors. 

We are convinced that not only must we have a trading post set up 
probably in the foreign operations administration in line with Con- 
gressman Hill’s proposal, but that one day we should do what the 
International Federation of Agricultural Producers—Mr. Solberg 
was our delegate last year—agreed upon in Rome, and that is to set 
up international food reserves and the devices for moving these com- 
modities so that the farmers of the world who have been asked 
repeatedly, incidentally, by their governments over the years to sub- 
stantially increase their production, would not be penalized for an 
adequate production. 

I think, Mr. Andresen, at least it seems to me, that this is a con- 
tinuing problem, but until we are able to find ways and means of com- 
ing together on such institutions on an international basis or by using 
a trading post, that the American farmer must not be asked to pay 
the bill for our foreign policy 

To me that means that he must not be asked to sell his product in 
a very high price structure, the highest one in the world—and I do 
not happen to think it is particularly bad when consideration is given 
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to the fact that he is selling his product—at less than 100 percent of 
parity. 

I know that there are members of this committee and many others 
who think that 90 is probably the figure it ought to be. We happen 
to feel it ought to be 100. I do not know whether I covered it. I tried 
to answer your question, Mr. Andresen. 

Mr. Anpresen. Not fully, but let me ask one other one, with your 
permission, Mr, Hill. 

Is your organization satisfied with an import quota on milling 
wheat of 800,000 bushels a year ? 

Mr. Parron. Mr. Talbott? 

Mr. Tatsorr. We would be satisfied with any import quota that is 
considered to be in the public interest, providing that it is not per- 
mitted to be used to knock down the price of our wheat. 

Mr. Anpresen. Eight hundred thousand bushels would not knock 
down much of anything. 

Mr. Tateorr. That is right. One hundred and forty-one million 
bushels of barley and oats knocks something down. 

Mr. AnpreEsen. That is another thing. There is no import quota on 
feed wheat, is there ? 

Mr. Tatsorr. Substantially not, as I understand it, the way it has 
been administered. 

Mr. Anpresen. Then the duty has been extremely low for a period 
of years. 

Mr. Tatzorr. My understanding is that in 1953 about 10 million 
bushels of so-called feed wheat came in in addition to the 141 million 
bushels of barley and oats. In other words, 151 million bushels was 
the weight against feed. 

Mr. Anpresen. I could not reconcile the position that Mr. Solberg 
had taken on moving toward freer trade and then permit imports into 
this coutnry as I understood it, of these feed grains for which you 
want a limit ation on imports. 

Mr. Tarzorr. I believe it would be accurate to say that so far as 
our organization is concerned we are willing to pay our share as tax- 
payers, among all the people of the country, for whatever is con- 
sidered to be a sound foreign policy in terms of imports, for reserves, 
to help build dollar exchange for other countries with which we do 
business, but we do not think that dairy farmers, as one group, or oats 
or barley or grain sorghum farmers as another group ought to be 
asked to pay the whole cost for that section of the foreign policy of 
this country. 

Mr. Anpresen. Thank you, Mr. Hill. 

Mr. Coorey. Mr. Hill, will you yield? 

Mr. Huw. Surely. 

Mr. Cootry. Mr. Patton, Mr. Andresen inquired about the cost of 
this proposal, with particular reference to the dairy section, I imagine. 

Mr. Anpresen. No. The whole program. I would like to have it 
itemized. 

Mr. Cootry. Secretary Benson has not advised this committee as to 
the cost of his program, neither did the Farm Bureau, and I do not 
suppose any other group has given us a program and given us any in- 
formation as to the ultimate cost of the program. 
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Mr. Parron. -I would like to comment on your statement if I may, 
Mr. Cooley, and Mr, Chairman. I can say this: It already has cost 
millions of man-hours of unemployment in the machinery factories 
of this country and has already cost the American farmer a dheeasiisal 
reduction in income. This business of jiggling and of frightening 
and so on is not good business from my point of view. That is my per- 
sonal opinion. 

Mr. Tatsorr. I might comment in further comment to your ques- 
tion, Mr. Andresen, for some reasons unknown to me I am apparently 
persona non grata in the Department. I cannot figure out why. 
Therefore, that is the reason that rather than going there, as for many 
years I did to get statistical information, I assumed that Senator 
Aiken, being chairman of the Senate Committee on Agriculture and 
being much interested in the domestic food allotment bill over a period 
of at least 8 years, would be able to get that complete breakdown. 

I an: alyzed what I wanted, and I am sure I will get it sometime. 
I had hoped to have it long before this time, but I have not. 

Mr. Cootry. Can you amplify that persona non grata business? I 
would like to know about it. 

Mr. Avsert. Would you yield? 

Mr. Hitz. Yes, I will yield to you, my good friend from Oklahoma. 
I still want to ask some questions. 

Mr. Avnrrr. I was interested, Mr. Talbott, in your comment about 
what city Congressmen might do. I am not as optimistic as you be- 
cause, when the Secretary was here, he was asked two questions. First, 
he had testified that he did not have the legal authority to support 
the price of dairy products at more than 75 “percent. We asked him 
whether he would recommend that the Congress give him such au- 
thority, and he said he would not. 

Secondly, someone asked him whether, if a mandatory price-support 
bill at high rigid levels were passed by the Congress, he would recom- 
mend that the President veto it, and if I recall cor rectly, and I think 
I do, he said he thought he would probably recommend that it be 
vetoed. 

I just throw that in as a little bit of sidelight on the problem that 
we have ahead of us. 

Mr. Hix. I want to address my first question to Mr. Patton. Am 
I wrong when I ask this question: Are surpluses the real crux of the 
whole situation that faces the farmers today with regard to their price 
and the price-control program that has been built up over the years? 

Mr. Patton, is it the surpluses or is it not the surpluses that are 
causing us the trouble right at the moment? 

Mr. Parron. I do not think it is the surpluses at all. T happen to 
believe that we, in the main, have just a reasonable safe margin. When 
T read the morning newspaper and hear what Senator Paul Douglas 
is going to say today—and know a little bit about what the situation 
is in Korea, because I happen to have a son over there—I think that 
we are playing with fire to get worried about a few hundred million 
bushels of wheat and a few million bales of cotton. 

We do not think anything, Mr. Hill—I was told verbally by a man 
who should know in one of our military branches—that we carry nor- 
mally about $26 million worth of materiel, and that our total materiel 
in use by the Army runs in the neighborhood of $129 billion. 
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I also saw in some pt aper where we were going to buy metals, stock- 
pile metals, and thus give a support price to lead and copper and some 
of the minerals. I have no objection to that, but the real point is that 
America cannot drift downhill economically and ever hope to meet 
her challenge. 

The surpluses, so-called, are there primarily because we have not 
found ways or at least have not taken the steps to move it inte con- 
sumption. 

Now, specifically as to butter, I want to rnake it very clear that I am 
for supporting dairy products at 90 percent of parity as a minimum 
until we find something better. But I am quite sure that there can be 
many methods found that will move milk as milk into more consumer 
stomach and the butter surplus will fade away. 

But even if it is assumed that it is a surplus, when you recall that 
with all this talk and the delay about announcing Pane price supports 
a year ago, any butter manufacturer—and we have a rather substantial 
number of butter coopertives, as you know, Mr. Hill, because you have 
been a long-time friend of ours and know our organization very well— 
butter has been going under loan. Much of it 1s out of the so-called 
commercial pipelines and in the stocks of the Commodity Credit 
Corporation. 

Mr. Hitz. You bear out my idea, and that is this: Our surpluses 
have been advertised out of all proportion to their importance in this 
matter. 

Mr. Parton. Absolutely. 

Mr. Hitz. Now about the dust area and it is not just eastern Colo- 
rado and a small area in Kansas or Oklahoma. I looked over a map 
the other day and have it on my desk right now. It shows from the 
Rocky Mountain area in Canada where it comes into Idaho, all the 
way down into Central Mexico, not New Mexico, that that area runs 
from 40 to 70 percent of the usual amount of moisture in the moun- 
tains. 

What would be the effect on our wheat surpluses if we should hap- 
pen to get at least two tough dry years back to back? 

Mr. Patron. The surpluses would melt away. They would not be 
there. In addition to that we seldom mention the 15-B rust which 
could break out any time. At least the scientists tell me they have 
not found a solution to that one. 

Mr. Hm. As it did last year in the durum wheat area. 

Mr. Patron. Yes, sir. 

Mr. Hix. Mr. Chairman, I have several more questions but I will 
vield the floor. 

The Cuarman. Mr. Cooley? 

Mr. Cootry. Maybe we can pass on Mr. Lovre’s bill and get this 
settled quickly. 

Mr. Lovre. You are very generous. 

Mr. Cootxy. Along with ‘1 or 2 of mine. 

Mr. Parton. I do think Mr. Cooley’s bill on the city market thing 
is a very important thing in terms of more efficient marketing. I 
served from the beginning until last year on the National Advisory 
Policy Board of the Department of Agriculture under the Research 
and Marketing Act, int as you men w vho have been here for a long 
period of time and are students of agriculture know, there have been 
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repeated acts passed by the Congress to study this whole margin thing 
and to improve marketing. 

So we are very happy to support Mr. Cooley’s bill on that. 

Mr. Cootry. I think it makes sense. I expect to ask the chairman at 
some date in the future to consider that bill. It has been reported by 
this committee on two occasions. My recollection is that it has passed 
the House on one occasion but there was token opposition and the 
bill was recommitted the last time it was reported. 

It was recommitteed because there was a shortage of critical mate- 
rials and it was not considered well to pass the bill when we were in 
short supply. 

Thank you, that is all, Mr. Chairman. 

The Cuatrrman. Mr. Wheeler? 

Mr. Wueeter. Mr. Chairman, I am not as familiar with the organ- 
ization that has been presenting testimony here this morning as are 
some other members of the committee. I do understand through 
official or at least persons affiliated with the organization that a move 
will be intiated or is being initiated to expand the membership 
in my section of the country. 

Mr. Parron. Yes, sir. 

Mr. Wueeter. Since that is true, and I was impressed with your 
organization’s spokesmen in our field trip last fall, and since T feel 
that in the face of this move to further organize in my section of the 
country that I might be asked for my opinion of the organization, 
and I would like for the record to get an expression as to the basic 
philosophy of your organization. 

I have gathered from testimony this morning that since the present 
leadership has been accused of a Machiavellian plot to ruin the 
farmers of the country, you are not particularly Republican in com- 
plexion, therefore you will be acceptable in my section on that score. 

I do have some quotations that have been made available to me that 
cause me some little degree of concern. For instance here in a speech 
made by Mr. Patton I read: 


We need to take action now to build up pools of finance to fight the war against 
finance capitalism. The war between the profit system and the cooperative 
movement. 

Did you make that statement ? 

Mr. Parron. I don’t recall that I did. But probably if it were in 
context, in total context, what I was talking Soul is our long, long 
struggle with the grain trade and with various competitors who do 
everything they can to put our cooperatives out of business. 

That also relates to our struggle to protect the REA system, coop- 
erative REA system. We, however, think that the cooperatives are a 
part of the private enterprise sy stem. 

Mr. Wueeier. Let me read a little further quotation that puts you 
in more complete context. Quoting again: 






Our formal education system has all too often controlled and operated to 
develop the point of view of the profit system. Textbooks are written to convey 
certain definitely status quo ideas which will maintain and preserve the existing 
order of things. Too often our institutions of higher learning serve only those 
whose income brackets are much higher than those of the average farmer. If 
we want to uproot the profit system we cannot consistently work for profits for 
ourselves and expect the folks to think we are sincere. Do we look at legislation 
as the objective end or do we recognize it as a means of keeping the road clear 
for the development of a cooperative democracy? Are we willing to use legisla- 
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tiou as a Sandwich on our way to a full meal or do we wish to support some 
particular bit of legislation as a final end result? 

Objectives, methods and techniques are comparatively simple to determine 
once we have defined our principles and dec ide that we are going down the line 
for those principles. If we decide that we are going to fill that chair on the left, 
in the college of farm organization, we must recognize that we believe that the 
profit system is done for; that legislation is orly a means to an end and not an 
end in itself, and that cooperatives are the mpchanism for building a new eco- 
nomic order; that to undo and replace the profit system we must starve it to 
death by patronizing our own cooperatives and building our own working capftal. 
We must further realize that the laboring man is the other great producer of 
wealth in industrial and processed goods and that we must cooperate with him 
in fact as well as in conversation. 

Parron. I do not recall exactly but I think that that was a 
speech that I made at Denver, Colo., in a swperabundance of enthusi- 
asm about cooperatives in which I did say that the Farm Bureau, the 
American Farm Bureau, held solidly the seat on the extreme right— 
and I was not talking about politically bandied terms such as com- 
munism, fascism, and so on. 

L also said if I recall accurately that the Grange played a fruit basket 
upset. They were all over the pli ace and you he knew where the V 
were. If I were thinking in those terms, or if I had been making the 
same kind of a speech today, I would not Jet my enthusiasm run quite 
so far in relation to the cooperatives. 

I am enthusiastic for cooperatives but I think that that was probably 
a little extreme. I was speaking to a group of people who were very 
ent! us: Istle Cor pe retive people. We have built in this country the— 
the #ariiers’ Union has probabiy picieered more cooperatives and I 
would like to say to you, Mr. Wheeler, that we at one time had suffi- 
cient membership in the State of Georgia that the Congress of the 
United States delegated a post office called Union City, Ga., and that 
was our national headquarters. 

Mr. Wueeter. That is north Georgia. 

Mr. Parron. For 25 years Mr. Charles Barrett was president of 
our organization. He was a native Georgian. We have developed 
cooperatives in the field of grain marketing and processing. A great 
many of our people are people of Scandinavian descent and others, 
some of German descent, who are very staunch believers in coopera- 
tives. 

I would admit certainly if I were making the speech now that I 
would put a different turn on the words but I was not talking about 
destroying the profit system and replacing it with some other system 
of Government. Thi appen to like this system of government very well. 

: also believe very staunchly and still believe that if we could do mn 
or 15 percent of the total volume of this business cooperatively that i 
would be the best thing in the world for all kinds of business. 

You said that we were Democrats. I would like to point out—— 

Mr. Wueeter. I did not say you were Democrats. 

Mr. Parron. I would like to point out the makeup of our member- 
ship. The largest single membership we have is the membership of 
Oklahoma. I think Mr. Duffy said 50,000 members are there. Okla- 
homa has a belt of Republicans, especially up along the northern part 
of the State. 

Our next largest membership is North Dakota. If I read the elec 
tion returns properly it was right up there close to Maine and some of 
the others in voting for the Republicans. 

38490—54——_32 
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Mr. Wuee er. I was referring to the charge that was made here that 
the current leadership is engaged in a Machiavellian plot to ruin the 
farmers. 

The Cuarrman. Do you have any further questions, Mr. Wheeler? 

Mr. Wueeter. I have some further questions that I would like to 
ask but in the interest of time I will yield. I was attempting, Mr. 
Patton, to determine whether or not this was expressive of your cur- 
rent philosophy. 

Mr. Parron. I think the emphasis was too strong on my part. 

Mr. Wueever. You let the audience dictate the context of your 
statement. 

Mr. Parton. I was getting superenthusiastic for the cooperative 
movement, 

Mr. Durry. Could I make a comment, Mr. Chairman ? 

The Cuatrman. You will have to make it awfully snappy because 
we have to answer a rollcall. 

Mr. Durry. I came from a grain area back in the 1930's, A 
cent margin was charged then. That is what we called profit. We 
are opposed to it. We were only getting $1 a bushel for wheat. That 
is where that terminology comes from. 

Mr. Parron. Mr. Chairman, may I express our appreciation to the 
committee. I have here, Mr. Chairman, a number of resolutions sent 
in from a number of States: Virgina, Texas, Oregon, and Colorado. 
I have been asked to file them with the committee. May I do so? 

The Cuarmman. Yes. Without objection. You want them made a 
part of the record ? 

Mr. Parton. t would like that if I may, Mr. Chairman; yes. 

The Cuarrman. They may be made a part of the record at this point. 

(The data refer srred to above are as follows :) 


OF 


aw 


Whereas the agricultural conservation program has made a tremendous con- 
tribution in maintaining and conserving the topsoil of this country, and 

Whereas a sound program of soil conservation is in the interest of all of the 
people, and 

Whereas all of the people should make some contribution in conserving this 
basis for most of the wealth of the country, and 

Whereas, the farmers of this country are overwhelmingly in favor of a contin- 
uation of this program; therefore, be it 

Resolved, That the Brunswick County Farmers Union, representing 145 farm 
families, meeting March 10, 1954, goes on record as urging the Congress of the 
United States to appropriate no less than $300 million with which to finance this 
program for the calendar year 1955, with the necessary provisions requiring the 
Secretary of Agriculture to authorize lime, fertilizer, cover crop, and seeding 
practices ; be it further 

Resolved, That copies of this resolution be sent by the Secretary to Congress- 
man Watkins M. Abbitt, Senator A. Willis Robertson, Senator Harry F. Byrd, to 
the newspapers, and to the State farmers union. 

The above resolution was adopted March 10, 1954. 

R. B. Serrie, President. 





HuntLeyY, Monrt., February 11, 1954. 


Hon. Ezra T. BENSON, 
Secretary of Agriculture, 
Washington, D. C. 

Honorable SecreTaAry: You are asking for the farmers to speak out on the 
agriculture situation. 

With farmers’ income down over $3 billion in this first year of this administra- 
tion, and farm property values down over $10 billion in this same year; while 
farmers receive only 45 cents of the consumer's dollar; while all other major 
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groups’ incomes and values are up; when Federal agencies say to the railroads, 
“No, you cannot reduce the freight rates on petroleum products,” in that same 
year ; and you ask the farmers to take the flexible support program. Freight rates 
are not flexible, nor are the cost of other items the farmer has to buy. You asking 
this at a time when income-tax reports show most all other industries had larger 
incomes and agriculture’s is way down, makes a very large number of farmers 
and laboring people question the sincerity of you and this administration toward 
agriculture and labor. 

We have 196 farm families in the membership of our local organization and 
they recently went on record as being unalterably opposed to the flexible support 
program for agriculture. The administration's and your flexible support pro 
gram will not work for agriculture’s protection until you and the administration 
establish a flexible price charge (or cost) to farmers, of freight rates; petroleum 
products, machinery and all the other items farmers buy, and these flexed down 
to a fair ratio to the return farmers receive for their produce, 45 cents of the con 
sumers’ dollar now. 

No, you and the administration are misrepresenting the true facts when you 
try to lay the blame on the farmer and agriculture for the high cost of living and 
operating, and of high drains on the Federal Treasury. As 1 hour of labor will 
buy as much and more foodstuffs than in any other time in history; this is not 
true of steel, freight, and such items. Yes, the magazines each are drawing on 
the United States Treasury up to and over $8 million a year depending on size 
and frequency of publication and yet many of them and their publishers are 
accusing agriculture and farmers of raiding the Treasury, when combinedly 
each year they get much more than agriculture out of the United States Treasury 

You talk loudly about the amount of butter the United States Government has 
on hand; you infer that it is tremendous; what do you think the people say when 
they divide 165 millions of people (our population) into the total pounds of butter 
held by the Department and find that it is only 1.6 pounds per person for a year 

We are for an agriculture program of parity to the families, not a flexible 
percentage thereof; and for having more families, not less families in agricul- 
ture, to help employ our increasing population. 

Yours for full partnership. 

CHAS. A. BANDEROR, 
Legislative Chairman. Local No. 56 


or 
{From the Pioneer Press, Cut Bank, Glacier County, Mont., March 18, 1954] 


PARITY FOR THE FARMERS 


Being as the State of Montana is a majority agricultural State, the under- 
signed businessmen of this city feel that it is most imperative that we work side 
by side with those attempting to maintain a farm program which will enrich 
and develop the agricultural activities wherever they are a major industry or 
source of livelihood. In view of the above conclusion we, the following busi- 
nessmen of this city— 

Resol’e, That we go on record opposing any effort on the part of any Congress- 
man, the Department of Agriculture, or any agency for attempting to disrupt 
the stabilization program, affecting all farm commodities: we further 

Resolve, That Congress not only maintain 90 percent of parity, but shall try 
to establish 100 percent of parity for all farm commodities. We do not favor 
any tendency toward flexibility of price supports, but urge Congress to maintain 
a production control program, which is necessary in order to have stabilized 
price support; we further 

Resolve, To condemn any form of prosperity based on war and bloodshed, but 
favor genuinely sane and sound economic program, particularly for the pro- 
ducer, which shall be based on industry, security, and individual initiative. 
We further urge all business groups in other cities of this State as well as those 
of other agricultural States to go on record favoring similar resolutions. 

N. J. Kemmer, Minneapolis-Moline; D. X. Smith, auto dealer; J. W. 
Stack, contractor; C. H. Abraham, plumbing and heating con 
tracting; Carl Nelson, H. Earl Clack Co.; George H. Platt, cpa: 
R. L. Ross, insurance; C. R. McShane, hardware; Walter E. 
Peoples, hardware; C. E. Larson, clothing; Paul Arndt, drugs: 
Bruce A. Safley, Monarch Lumber Co.; A. J. Myrhow, Cut Bank 
jeweler; Orin E. Knutson, radio shop; Jobn R. Price, service 
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station; E. Evenson, Glacier Motor Co.; Wayne's Standard 
Service; Alton W. Hanson, garage; Carl S. Brandvold, music 
store and rental property; Seymour M. Dobson, radiator and 
glass; J. D. Woon, oil field lumber; John W. Platt, body shop; 
Cordious McCree, Mack’s Key Shop; Tony Mitch, Rieder & Co.: 
George Meister, Army store; George Motarie, George’s Barber 
Shop; Ralph E, Getter, Getter Trucking; E. C. Clapper, auto 
dealer: S. B. Hoge, Fashion Cleaners; M. F. Schwingel, Cut 
Bank Motors; Florence Ingram, Florence Beauty Shop; R. M. 
Hatch, ApplianCenter; Julia Thorpe, Wagon Wheel Cafe; C. H. 
King, Smokehouse Barber Shop: W. B. Stephenson, Cut Bank 
Meats; John L. Fry, sporting goods; E. J. Meyers, ladies clothing ; 
W. E. Freed, car dealer; Robert C. Warren, service station; Wil 
bur Werner, lawyer: E. 0. Boyle, accountant; R. S. Lovsnes, fur 
niture store; H. H. Bell, Bell Chevrolet Co.; J. R. Moreen, Mo 
reen-Murphy Motors; Tom’s Union Service; A. H. Kirsch, In 
ternational Elevator Co.; J. W. Hoyt, Valley Motor Supply Co. ; 
J. F. Neil, electric construction; C. J. O'Neil, O’Neil Plumbing & 
Heating; A. P. Kovatch, tire and repair shop; Evan C. Essex, 
Dodd’s Wholesalers; Kathryn N. Baker, Duncan’s; Frank Rich 
ter, Cut Bank Shoe Repairing; George N. McCabe, oil operator : 
William Bolton, Bill’s Barber Shop: E. P. Skabo, Glacier Dis 
tributors; Quality Cleaners & Laundry; Paul A. Wolk, account 
ant; G. E. Chambers, abstractor; Mary R. Blomstrom, real 
estate and insurance; G. O. Blomstrom, Glacier Gift & Floral: 
E. A. Burgin, Burgin’s Cafe; L. P. Ebert, garage owner; W. E. 
Larson, grocer: Paul Shelby, Standard Oil agent; F. A. Daley, 
insurance and real estate; K. Clarkson, Kenny’s Motor Service; 
C, EK. Peterson, Greeley Elevator: F. Armstrong, Pioneer Dis 
tributors Texaco Preducts; H. H. Schaefer, Gamble Store, Fur- 
niture Mart, Furniture Exchange; H. W. Willis, Federal Bakery ; 
Harold B. Dye, insurance and real estate; Farmers Trading Co., 
Inc.; Anderson Implement Co., Inc.; N. O. Johnson, Farmers 
Union GTA; Ralph Chase, Cut Bank Sheet Metal; Ralph Morris, 
sand and gravel dealer; H. E. Deming, Farmers Union Co-op 
Association: Ed J. Fauque, Frenchy’s Trucking for Sand and 
Gravel; Munt & O’Day, mimeo shop; Joseph J. Johnson, Rieder 
Hotel; Frank C. Leech, Glacier Hotel; Thelma Lee Parker, Par 
Rooms; Clara Posey, Rose Room. 


GLENDIVE, Mont., March 18, 1954. 
JAMES G. PATTON, 
President of Farmers Union. 

I live on a 160-acre irrigated farm on Buffalo Rapids irrigation project. 

Flexible supports on farm products will not cut production on,this farm 
because my fixed costs must be met. The lower the price I get the more I must 
produce to break even. 

We keep 150 laying hens on this farm. The eggs are sold each week to buy 
our groceries for a family of 8. The International Flevator Co. of St. Paul, 
Minn., is at the present time building at Glendive, Mont., a laying house to 
accommodate 20,000 layers. How many such commercial farms are to be allowed 
in the United States to take away the family-farmer’s livelihood for the sake of 
profits for the big fellow. This same condition is prevalent in wheat, truck, 
and other farms 

Here is my solution of the farm problem as viewed from my family-sized farm : 

1. The Government should come out immediately for not less than 100 percent 
of parity. Ike should make such a declaration. He should immediately fire 
srother Benson and replace him with someone who believes {n 100 percent of 
parity for the farmer. 

2. A law should be passed to curb commercial farms. <A graduated land tax 
should be passed to keep family farms from growing into commercial farms. 

3. Politics should be set aside on this big important problem which affects 
every person in our economy. A serious look should be taken at the Brannan 
plan. After all, if the farmer is to get 100 percent of parity, someone is going 
to pay it. Does it make any difference if they pay at the grocery counter or in 
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their taxes? Yes, it does. By paying for the Brannan plan at the tax counter 
those benefiting most from a stable economy would be doing most to support it. 
At the same time poor people would get the most to eat for their money. 

4. Stop imports of farm products into United States. We went through this 
surplus problem once before. I helped skin sheep at the sheep ranches by the 
hundreds. The Government man came to our place and I remember we killed 
some of the smaller calves. The bigger ones were sold for $27.50 a head. (We 
had no feed.) Had they been shipped to market they would not pay their way. 
Cotton was plowed under, also wheat. This program did the job. It still will. 
However, I am of the opinion that it would be better for the United States to 
buy the land causing this overproduction and keep it out of production until 
such time as it is needed. This need not be called expense, rather an investment. 

Yours truly, 
ANDREW TRANGMOE. 

P. 8. You may use this letter any way you desire. 


FREDERICK, 8S. DAK., February 27, 1954. 
JAMES G. PATTON, 
National Farmers Union, 
Washington, D. C. 

Dear Sir: The patrons and stockholders of the Frederick Cooperative Mercan- 
tile Co. drew up this resolution at our annual stockholders meeting held on 
February 27, 1954, at 1:15 p. m. 

Whereas the action of Secretary of Agriculture Benson in cutting support 
prices for dairy products from 90 percent to 75 percent of parity will greatly 
accelerate the continuing decline in farm prices and further push our whole 
economy towards depression; and 

Whereas we regard this as only the first step in the attempt to wreck our farm 
program, therefore be it 

Resolved, That we stockholders and patrons of the Frederick Cooperative 
Mercantile Co. in annual meeting assembled, urge Congress to prevent this cut 
by a joint resolution or any other suitable method ; and be it further 

Resolved, That in the new farm program serious consideration be given to 
compensatory or production payments as a method of supporting prices of 
perishable commodities, and using such payments as a means of diverting pro- 
duction from unneeded to needed commodities, 

ARNE Kero, Chairman. 
WILLIE JArvis, Secretary. 


Whereas a further reduction of 10 percent in fire-cured tobacco allotments 
will result in the average allotments being so small that it is hardly worthwhile 
for the farmers to go to the expense of preparing plant beds, working tobacco 
into his rotation, and otherwise preparing to produce, and 

Whereas it is the general belief among fire-cured tobacco farmers that the 
10 percent reduction for 1954 was largely brought about due to sun-cured tobacco 
finding its way into the fire-cured tobacco channels of trade and thereby in- 
creasing fire-cured tobacco stocks, and 

Whereas sun-cured tobacco is now sold on every fire-cured tobacco market and 
in all probability is packed in the same hogsheads; therefore, be it 

Resolved, That the Amelia County Farmers’ Union, representing 140 farm 
families of Amelia County, meeting March 10, 1954, goes on record as urging 
that the Federal Government conduct an immediate investigation to determine 
if tobacco identified as sun-cured tobacco when marketed, is being commingled 
with fire-cured tobacco and is being included in the fire-cured tobacco stocks 
and thus causing a reduction in fire-cured tobacco allotment. Be it further 

Resolved, That if the investigation reveals that this situation does exist, that 
the Federal Government be urged to take the necessary steps to correct this 
hardship on the fire-cured tobacco growers of Virginia: Be it further 

Resolved, That if possible the 10 percent reduction in 1954 fire-cured tobacco 
allotments be restored effective for the 1954 crop: Be it further 

Resolved, That copies of this resolution be sent to our Congressman Watkins 
M. Abbitt, Senator Harry F. Byrd, Senator A. Willis Robertson, to newspapers 
serving this county and to the State Farmers’ Union. 

The above resolution was adopted March 10, 1954. 

J. P. Nosie, President, 
R. E. Mivxirr, Secretary. 
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Whereas a stable level of farm income is in the interest of the entire national 
economy, and 

Whereas any action taken to lower the general price-support level below 90 
percent of parity would endanger the farm as well as the national economy, and 

Whereas farm price supports at 90 percent of parity is fair to consumers 
since this is 10 percent less than the act provides is a fair price to farmers, and 

Whereas the cost of the farm price-support program has been relatively low 
when compared with the cost of consumer subsidies, tax writeoffs and recon- 
version payments to business and other related nonfarm subsidies, and 

Whereas the system of flexible, lower supports advocated by the administra- 
tion and certain farm organizations is nothing more than the law of supply and 
demand in disguise, and 

Whereas the farmers of this country have proven their stand on price sup- 
ports by voting overwhelmingly in favor of marketing quotas: Therefore, be it 

Resolved, That the Amelia County Farmers’ Union, representing 140 farm 
families, meeting March 10, 1954, goes on record as urging the Congress of the 
United States to enact permanent legislation authorizing farm price supports 
on the basic commodities, as well as the nonbasic commodities where a work- 
able program can be developed, ut a level no less than 90 percent of parity 
together with the necessary legal authority for maintaining the proper balance 
between supplies and demand; be it further 

Resolved, That copies of this resolution be sent by the secretary to Congress- 
man Watkins M. Abbitt, Senator A. Willis Robertson, Senator Harry F. Byrd, 
to newspapers serving this county and to the State Farmers’ Union. 
‘The above resolution was adopted — - 1954. 

J. P. NosLe, President, 
R. E. Mipkirr, Secretary. 


Whereas the agricultural conservation program has made a tremendous con- 
tribution in maintaining anil conserving the topsoil of this country; and 

Whereas a sound program of soil conservation is in the interest of all of the 
people; and 

Whereas all of the people should make some contribution in conserving this 
basis for most of the wealth of the country; and 

Whereas the farmers of this country are overwhelmingly in favor of a con- 
tinuation of this program: Therefore, be it 

Resolved, That the Nottoway County Farmers’ Union, representing 140 farm 
families, meeting March 11, 1954, goes on record as urging the Congress of the 
United States to appropriaie vo less than $500 milion with which to finance this 
program for the calendar year 1955, with the necessary provisions requiring the 
Secretary of Agriculture to authorize lime, fertilizer, cover crop and seeding 
practices: Be it further 

Resolved, That the Congress of the United States, through legislation, direct 
the Secretary of Agriculture to so draft the 1955 ACP so as to provide for the 
Government contributing 60 percent of the cost of conservation practice and the 
farmer 40 percent. 

Be it further resolved, that copies of this resolution be sent by the Secretary 
to Congressman Watkins M. Abbitt, Senator A. Willis Robertson, Senator Harry 
F. Byrd, to the newspapers, and to the State Farmers’ Union. 

The above resolution was adopted March 11, 1954. 

G. F. Jones, 
President. 

C. E. ELxtott, 
Secretary. 


Whereas a stable level of farm income is in the interest of the entire national 
economy ; and : 

Whereas any action taken to lower the general price support level below 90 
percent of parity would endanger the farm as well as the national economy ; and 

Whereas farm price supports at 90 percent of parity are fair to consumers, 
since this is 10 percent less than the law provides, is fair price to farmers; and 

Whereas the cost of the farm price support program has been relatively low 
when compared to consumer subsidies, tax writeoffs and reconversion payments 
to business and other related nonfarm subdies; and 





| 


om 


Taecatenci t 


LONG KANG FAKM PROGRAM 3377 


Whereas the farmers of this country have proven their stand on price supports 
at 90 percent of parity by voting overwhelmingly in favor of quotas: Therefore 
be it 

Resolved, That the Nottoway County Farmers’ Union, representing 140 farm 
families of Nottaway County, meeting March 11, 1954, goes on record as urging 
the Congress of the United States to enact permanent legislation authorizing farm 
price supports on all basic commodities at no less than 90 percent of parity to 
gether with the necessary authority for maincaining the proper balance between 
supply and demand: Be it further 

Resolved, That copies of this resolution be sent to Congressman Watkins M. 
Abbitt, Senator A. Willis Robertson, Senator Harry F. Byrd, to all newspapers 
serving this county and to the State farmers’ union. 

The above resolution was adopted March 11, 1954. 

G. F. Jones, 
President 

C. E. ELxiort, 
Secretary 


The following resolutions were adopted in the annual meeting of the United 
Livestock Producers Association Monday, September 14, 1953, held in the high- 
school auditorium in Dalhart, Tex. 


RESOLUTION ON PRICE SUPPORTS 


Whereas the present condition of the livestock industry has reached a state 
of certain disaster unless some measure is taken to stabilize prices on fat cattle 
to insure the feeder a fair profit, after having experienced two straight years 
of losses ; now, therefore, be it 

Resolwed, That the United Livestock Producers Association go on record ask- 
ing that the President of the United States and the Secretary of Agriculture place 
immediately a floor on the different grades of fat cattle at all major markets as 
follows: A floor of 28 cents a pound on Choice grade heifers and steers ; 26 cents 
a pound on Good, or A, grade heifers and steers; and 22 cents a pound on Com- 
mercial grade heifers and steers: Also, be it 

Resolved, That a floor of 12 cents a pound be set on canner and cutter grade 
cows and other boning beef on a basis of its yielding 42 percent carcass weight, 
these prices to be installed immediately and to be maintained until such time 
as Congress convenes and the necessary steps taken to establish correct parity 
prices on all grades of livestock; this action being necessary in order that con- 
tidence in the market may be restored and cattle producers and cattle feeders 
may have some basis on which they can resume normal operations. 

Senator J. M. SmirH, 
Arizona Chairman, Resolutions Committee, United Livestock Producers 
{ssociation, Post Office Bow 108, Dalhart, Tea. 


RESOLUTION ON DROUGHT RELIEF FEED PROGRAM 


Whereas the furnishing of feeds by the Government at reduced prices hus been 
discontinued in many counties that are still in dire need of this support for the 
preservation of breeding herds: Now, therefore, be it 

Resolved, That we, the United Livestock Producers Association, in annual 
meeting, recommend that the Government immediately reinvestigate for rein- 
statement of these counties, which have been temporarily suspended, for addi- 
tional drought-relief feeds, especially cake, and also investigate the, possibility 
of establishing hay as part of the relief program. 

Senator J. M. SmiruH, 
Arizona Chairman, Resolutions Committee, United Livestock Producers 
Association. 





Whereas a stable level of farm income is in the interest of the entire national 
economy ; and 

Whereas any action taken to lower the general price support level below 90 
percent of parity would endanger the farm as well as the national economy ; and 

Whereas farm-price supports at 90 percent of parity is fair to consumers, 
since this is 10 percent less than the act provides, is a fair price to farmers; and 
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Whereas the cost of the farm-price support program has been relatively low 
when compared with the cost of consumer subsidies, tax writeoffs, and recon- 
version payments to business and other related nonfarm subsidies ; and 

Whereas the system of flexible, lower supports advocated by the administra- 
tion and certain farm organization is nothing more than the law of supply and 
demand in disguise; and 

Whereas the farmers of this country have proven their stand on price sup- 
ports by voting overwhelmingly in favor of marketing quotas: Therefore, 
be it 

Resolved, That the Lunenburg County Farmers’ Union, representing 110 farm 
families, meeting once a month in 1954, goes on record as urging the Congress 
of the United States to enact permanent legislation authorizing farm-price sup- 
ports on the basic commodities as well as the nonbasic commodities where a 
workable program can be developed, at a level no less than 90 percent of parity, 
together with the necessary legal authority for maintaining the proper balance 
between supplies and demand: Be it further 

Resolved, That copies of this resolution be sent by the secretary to Congress- 
man Watkins M. Abbitt, Senator A. Willis Robertson, Senator Harry F. Byrd, 
to newspapers serving this county, and to the State farmers’ union. 

The above resolution was adopted March 4, 1954. 

A. R. MALONEY, 
President. 
CHARLIE FEATHERSTUN, 
Secretary. 


RESOLUTION 


Whereas the present farm support program terminates in 1954; and 

Whereas the Federal Department of Agriculture asks for suggestions for a 
farm program: Therefore, we, the members of Clark County Farmers’ Union 
do hereby present the following suggestions : 

1. We recommend that the Brannan plan be considered for adoption whole 
or in main part; 

2. We recommend that a national education program be instituted by the 
Department of Agriculture for better understanding between the public and the 
farmer: And be it further 

Resolved, That copies of this resolution be sent to the Secretary of Agricul- 
ture, our Senators and Congressmen, the National Farmers’ Union, and to Mr. 
Al Bauer, farm service director, at radio station KPOJ, in Portland, Oreg. 

CLARK County FARMERS’ UNION, 
Kari Rirzavu, President, 
CLARENCE Spicer, Secretary-Treasurer. 


Resolutions committee: Clyde Christensen, D. E. Wilson, R. C. Ungemach, 
Albert Bauer, Albert Miller. 





FAarMers Union Locar No. 284, 
Wiggins, Colo., March 3, 1954. 
Hon. Epwin ©. JoHNSON, 
Scnate Office Building, 
Washington, D. C. 

Whereas the membership of Farmers Union Leecal No. 284 is composed of 
farmers and ranchers deriving their living and well-being from agriculture; and 

Whereas the membership of Farmers Union Local No. 284 recognizes the fol- 
lowing: 

(1) That recessions and depressions are traditionally led by the falling of the 
prices of farm commodities. 

(2) That the farmer of the United States today cannot long exist by selling 
his products on a so-called free market, and buying the goods and services upon 
which he is dependent to produce his product, and the goods and services which 
he must have to feed, house, and clothe his family on a market that is controlled 
and protected by legislation to a large extent. 

(3) That is is not in the best interest of the Nation as a whole to allow farm 
prices to drop below certain levels; as the Nation’s population continues to climb 
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and the need for more and more food and fiber will be needed to meet this increase 
in population. 

(4) That adequate reserves of food and fiber are needed to meet unexpected 
emergencies. 

(5) That a sound price-support program is needed to assure the American 
citizen of cheap and abundant supply of food and fiber, and in turn assure the 
farmer of a fair return for his labor, his investment, and management, in order 
that he may obtain a desirable American star.dard of living, and continue to pre- 
serve and improve his land and water resources. 

(6) That some 9 million town and city workers supply goods and services to 
farmers, and some 6 million town and city workers market and process farm 
products. These 15 million American families are directly dependent upon the 
welfare of the farmer, and as has been demonstrated in the past several months, 
by the business declines and increased unemployment in towns and cities located 
in rural areas, their prosperity and depression hinge directly on the well-being 
of the farmer. 

(7) That the price paid for food in the grocery store by the consumer of farm 
commodities, does not in many instances, reflect the price received in the market 
place by the American farmer, and that in most cases the farmer is not responsi- 
ble for pricing his produce out of the market. 

(8) That the farmer has demonstrated overwhelmingly in the wheat and cot- 
ton referendums that he is willing to accept acreage controls, if in turn he is 
assured fair income for that which he produces. 

(9) That high support levels on all farm commodities would tend to level off 
surpluses in the items now supported at high levels. 

Whereas we feel the administration’s proposal of a sliding-scale support (75 to 
90 percent) does not answer the farmers’ problems for the following reasons: 

(1) Whenever a scarcity exists for a certain farm commodity, there is not 
need for any supports, therefore, the 90 percent top limit of the sliding scale is 
superficial. 

(2) When a surplus is created, whether due to the farmer, or due to the un- 
expected good fortune of weather conditions, etc., the farmer would be subjected 
to the 75 percent of parity price, which in many cases would very little more 
than cover his expenses of production. 

(3) When a surplus problem exists, the 75 percent of parity support would 
also control the top price received by the farmer in the market place. 

(4) That surpluses exist in all farm produced commodities today, but for the 
exception of hogs, and if this law were in effect today, the :armer would be 
trying to exist on a 75-percent of parity economy. 

(5) That a 15 percent reduction in prices received by the farmer in the market 
place would in effect cut his income by half, when the prices paid by him remain 
relatively const:unt, or as has been the case in 1953, have risen above previous 
levels. 

(6) That shifts in production of various commodities, for which this proposal 
is intended, are not practicable today when high priced, specialized machinery 
is needed to produce the various crops and livestock in an effcient manner: Now, 
therefore, be it 

Resolved by Local No. 284, Farmers Union, in a regular meeting held March 8, 
1954, in the town and community of Wiggins, Colo., That— 

(1) In the face of administration opposition to rigid, high level supports for 
farm commodities, that by all means, the present 90 percent supports on basic 
commodities should not be allowed to expire December 31, 1954, and that new 
commodities should be added to the list to receive high level supports, where 
possible, until such time that all family-farm-produced commodities are under 
such supports. 

And that insofar as farmers are subject to a controlled and protected market 
for that which they buy, the 100 percent of parity supports should be the ultimate 
goal to be sought, using any method of support mechanism needed, or a com- 
bination of methods. 

(2) Adequate reserve of food and fiber be maintained to meet unexpected 
emergencies. 

(3) Sufficient appropriations be made to maintain and increase service of the 
various agencies of the USDA, including soil conservation, flood prevention, REA, 
agricultural conservation and stabilization, research, education, extension serv- 
ices, Federal loan agencies, and other programs developed over the past 20 years 
to aid the farmer. 


38490-—54—pt. 1932 
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(4) Foreign markets should be sought with increased vigor for farm cum- 
modities which are in surplus. 
ELBERT MURPHY, 
Preswent, 
Louris HEssLerR, Jr., 
Vice President. 
Ropert Baer, Jr., 
Secretary-Treasurer. 
DoNALD RICHARDSON, 
Director, Legislative Chairman. 
RayMOND Roark, 
Director. 


Mr. Patron. Thank you very much, Mr. Chairman, for the kind way 
in v hich we have been received. 

The CHarrMan. We are glad to have you and your associates with 

s, and are happy to have your views. We are sorry that we have to 
odious! nso abruptly but we do have a rolleall. 


The committee will stand in recess until 10 o'clock tomorrow 
morning. 


(Thereupon, at 12:20 p. m., a recess was taken until Thursday, 
April 1, 1954, at 10 a. m.) 
(The following data was submitted to the committee by M. W. 


Thatcher, general manager, Farmers Union Grain Terminal Associa- 
tion, St. Paul, Minn. :) 


FARMERS UNION GRAIN TERMINAL ASSOCIATION, 
St. Paul, Minn., May 13, 1954. 
Hon. CLIFForD R. Hops, 
House Office Building, 
Washington, D. C. 


My Dear CONGRESSMAN: During my testimony before your committee in 
March, we engaged in some discussion about the modernized parity formula. 
I highly disapproved of it and discussed it from that angle. 

It was suggested I send to you for the hearings a suggested parity formula. 
I have given a great deal of study to it, and the more I study it, the more com- 
plicated it becomes and the more certain I am that one formula or period for 
each commodity is not satisfactory. 

We have set up a committee of important and intelligent students of American 
agriculture and its prices, and this committee is going to move very rapidly on 
this subject under discussion. I hope within 60 days that we will arrive at 
stated conclusions and judgment that we can stand on. It certainly is not 
going to be in time for your consideration in this present session of Congress. 

I should appreciate it if the contents of this letter could be carried in the 
printed hearings in connection with the testimony I gave, or at least a shorter 
explanation of why I have not furnished to the committee that which I 
promised. 

With deep appreciation for your valued service for American agriculture and 
the Nation, I am 

Most respectfully yours, 
FARMERS UNION GRAIN TERMINAL ASSOCIATION, 
M. W. THATCHER, General Manager. 


FARMERS UNION GRAIN TERMINAL ASSOCIATION, 
St. Paul, Minn., May 17, 1954. 
Hon. Cirrrorp R. Horr, 7 
Chairman, Committee on Agriculture, 
House of Representatives, Washington, D.C. 


My Dear Mr. Hope: Recently, at hearings before your committee, at which you 
were unavoidably absent, I was requested by several members of the committee 
to offer suggestions with respect to improving our treatment of imports of grain, 
specifically in connection with section 22 of the Agricultural Adjustment Act, as 
amended. 
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I have gone to some pains to respond to this invitation, and desire first to call 
your attention to the volume of imports in recent years. This data is shown on 
table 1, attached. 

As you know, the tariffs on grains which come into this country are relatively 
low, having been reduced by aproximately one-half since these tariffs were 
established in the Tariff Act of 1930. The current tariffs are: 74% cents per 
bushel on barley, 4 cents per bushel on oats, 6 cents per bushel on rye, and 5 
percent of ad valorem yalue on wheat classified as “unfit for human con- 
sumption.” 

The inadequacy of these tariffs is well illustrated by the case of barley. As 
stated above, the tariff on a bushel of barley is 74% cents. A bushel of barley 
produces the malt for a barrel of beer. The tariff per barrel of beer is $5.875 

In general, the tariffs on grain are more than offset by the fact that there have 
been no increases in rail freight rates in Canada for many years, while in this 
country we have had increases of about 75 percent since 1940. Thus, a Canadian 
producer can meet the import duty cost and still realize more than the United 
States producer moving grain from comparable distances to United States 
markets. 

Our price-support programs for these various grains, while justified by evi 
dence which I need not go into in this letter, are being abused by reason of large 
imports Which are on the increase. In effect, these imports mean that much of 
our domestic requirement for these grains is being met by jmported grains, 
largely from Canada, while the same grains produced in this country, instead 
of going into marketing channels which have been preempted by imports, move in- 
creasingly into the possession of the Government through the loans and pur 
chase agreements. 

Section 22 has been effective for one commodity among the grains. That is 
cereal wheat. For many years, pursuant to section 22 we have had a limitation 
of 800,000 bushels on imports. Most of this quota is assigned to Canada. 

We now have, after repeated requests, a temporary quota arrangement appli- 
able to oats. Very recently, the President, after an investigation by the Tariff 
Commission, placed a limit on the imports of rye. We have repeatedly requested 
a limitation on the imports of barley. So far no action has been taken. 

As you may know, the price-support program on barley is based on the feed 
value of barley. Many producers, encouraged by the United States Department 
of Agriculture, the State agricultural institutions, and various crop improvement 
associations, have produced malting varieties of barley. Often these specialized 
types do not yield as much as the feed varieties. They have been produced not 
for feed use or for feed prices but, rather, to earn the premiums which have been 
paid in the past for malting types of barley. 

Now, with the importation of large quantities of barley from Canada which 
are of malting types at prices equal or below our feed prices, the farmers who 
have specialized in producing malting barleys have been seriously injured. The 
only relief which is logical in their case is to have a quota placed on the imports. 

Our experience with section 22 has been very unsatisfactory in the case of 
grains. It is my understanding that the experience has been similarly unsat- 
isfactory for many other commodities. 

I was impressed by testimony given by Secretary Benson and other officials 
of the Department of Agriculture at the hearings before the Senate Committee 
on Agriculture and Forestry last year during the comn.ittee’s exploration of 
foreign trade in agricultural products. 

On page 13 of part 1 of these hearings, among the recommendations made by 
Secretary Benson was included this excerpt from his testimony: 

“A strengthened section 22: We feel strongly that Congress intended section 
22 to be used, and used effectively whenever necessary to protect price-support 
and other programs. The statutory history clearly so indicates. I am sure that 
some effective means of controlling imports of agricultural commodities and 
products is absolutely essential to the success of many of this Department's 
programs. If commodities which are susceptible to import competition are 
supported in price or if marketing is limited by marketing orders, marketing 
quotas or the like, the quantity of the domestic product withdrawn from the 
market, in the absence of such controls, will simply be replaced by imports of 
like competitive products from abroad. Such imports impair or destroy the 
effectiveness of the Department’s programs and prevent American growers 
from deriving the benefits the programs are designed to afford them. With in- 
creasing competition appearing from abroad and with increasing surpluses 
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developing in this country, the future success of many of our programs is 
largely dependent upon the existence of adequate machinery for import con- 
trols and its prompt and effective utilization in all proper cases.” 

Continuing on page 14, the Secretary said: 

“Section 22 can and should be strengthened to meet this need. The Presi- 
dent’s authority under section 22 covers all agricultural commodities, and prod- 
ucts thereof, for which the Department of Agriculture has a program. More- 
over, it is embodied in permanent legislation. The problem is not a temporary 
one; it will be with us as long as we have any programs that keep our domestic 
prices above the world level. 

“As I have already shown, section 22 has not been administered in the past 
in such a manner as to meet the problem. But it can be made an effective in 
strument by improved administrative procedure and by su; plementing it with 
authority, in an emergency, to impose the quotas or import fees within the 
limits specified by the section, on an interim basis pending decision by the 
Tariff Commission and action thereon by the Vresident. So strengthened, sec- 
tion 22 would assure the protection of the Department’s price-support and other 
programs against interference or nullification by the distortions in international 
trade which such programs are likely to create.” 

I think the above is an excellent statement but that the remedy, simply an 
increase in the authority of the President to act promptly, while helpful, is an 
inadequate solution in the light of our experience with section 22 over a period 
of more than 15 years. 

I urge instead that your committee recommend to the House of Representatives 
that section 22 be amended to provide: 

1. That whenever a price-support program is placed in effect for any com- 
modity, an automatic import limitation be placed on that commodity so long 
as that commodity, produced domestically, is selling for less than the parity 
price for that commodity. 

2. That exception to this provision be made to allow for the importation of 
seed 

That authority be vested in the President to make exceptions tu the provi- 

on of No. 1, above, in event of an emergency, which emergency would consist 

of circumstances arising out of some unusual shortage situation which cannot 
be anticipated in advance. 

It seems to me that the recommendations above are completely consistent 
with the repeated declarations of purpose made by Congress in connection with 
agricultural legislation to the eifect that the objective of agricultural legisla- 
tion is to help farmers attain parity prices and income. Even though support 
prices may be established at 80, 85, or 90 percent of parity, Congress has made 
its intention clear that it believes that parity is a just and reasonable goal for 
farmers. 

Congress undoubtedly had the difficult situation growing out of imports in 
mind when it enacted section 22. However, years of experience with this section 
have certainly convinced me that, while stating clearly its declaration of purpose, 
Congress has authorized too much administrative discretion in the matter of 
imports. 

This is no complaint with respect to the Tariff Commission. When that Com- 
mission has had an opportunity to investigate specific situations and to hear 
witnesses, it has almost invariably come up with an answer which has been 
completely consistent with the intent of Congress and the best interests of our 
producers. 

Instead, imports have gotten into the realm of international politics where 
the interests of our domestic producers have been neglected. 

Let me call your attention again to table 1, to the final line on that table, 
which indicates that these imports in a matter of only a few years represent 
the production of more than 19 million acres of our land. It is very difficult 
to take 19 million acres of our land out of production without injury to producers. 

Further, let me reeniphasize that the total of imports for all commodities, 
shown in the same table, indicates that during these same years we have brought 
in a total of more than 465 million bushels of grain. Had these imports not 
come in, the volume of our surplus today would be substantially lower and the 
carrying charges which the Government now must bear very much lower. In 
fact, these imports represent the real core of our grain surplus. 

This, then, is the recommendation which I believe should be incorporated in 
the program of legislation relating to agriculture which your committee will be 
acting upon soon. 
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I am sending copies of this to other members of the committee for their 
information, and request that this letter to you be incorporated in the record 
of your hearings. 

Sincerely yours, 
FARMERS UNION GRAIN TERMINAL ASSOCIATION, 
M. W. THATCHER, General Manager. 
TABLE 1.—I/ mports for recent years, chiefly frone Canada, of barley, vats, rye, 
and wheat classified as “Unfit for human consumption” 


{In thousands of bushel 
“TInt 
Barley Oat R ve os Total 
. wheat 
Year beginning July 1 

1948-49 10, 375 19, 262 6, 79 OM 47, 431 
1949-50 15, 593 19. 734 1 O07 097 45, 431 
1950-51 11,119 30, 009 Witt 11 647 55 820 
1951-52 11,045 61, 688 1, 342 29, G20 103. QOF 
1952-53 23, 163 67, 707 », Ae %), 383 116, 817 
1953 through Mar. 17, 1954 25, 309 54,046 12, 979 4, 028 96, 362 
Potal 96, 604 252, 446 38, 731 78, O75 465, 85 


EEE - 


Significance in terms of imports to United States per acre production 


“Uy 
Barley Oats Rye ee 
wheat 
Average per acre yields in the United States for 1942-51 25. 1 33.5 12.2 7 
A-resrepresented by imports, July 1, 1948, through Mar 
17, 1954 3, 848, 765 7, 535, 701 3, 174, 672 4, § 9 
Gran | total acres represented by these imports, 19, 124, 927 


FARMERS UNION GRAIN TERMINAL ASSOCIATION, 
St. Paul 1, Minn., May 13, 1954, 
Hon. CLIrForp R. HOPE, 
House Office Building, Washington 25, D. C. 

Dear CiirF: This parity formula is really some question. Study so far indi- 
cates that we may have something with which to approach the question of 
support price from another angle. 

I think I owe it to you personally, and not for my testimony, to give you a 
statement with respect to our thinking up to this time. As a matter of fact, 
thinking I had to give you something, I was close to sending to you what we 
have prepared, but I am not satisfied with the job. Nevertheless, for whatever 
value it may be to you, I am enclosing this statement as far as we have de- 
veloped it. It may be of some value for you to read it and comment on it after 
you have had time to study it. Such comments, of course, will be helpful to me. 

I was pleased at the strength we showed in the effort to attach to the wool bill 
the amendment to continue basic support prices at 90 percent. I am particularly 
pleased in the four States where we operate GTA. All eight Senators supported 
our views. Those 8 Senators consist of 5 Republicans and 3 Democrats. I am 
immodest enough to take a bow on that one. Of course, our State farmers 
union organizations in those four States do a real job, but it takes the strength 
and resources of GTA to help keep them alive. 

I had a very nice letter the other day from Senator Carlson. The occasion for 
his writing me was to acknowledge receipt of the bound volumes of the GTA 
Digest and the Co-Op Grain Quarterly. It was very reassuring from the stand- 
point of what you and I are seeking to accomplish. He is quite confident of 
good results when the final bill is passed. From the tenor of his letter, I would 
believe that he does not expect a Presidential veto if we succeed in continuing 
the 90 percent support prices. 

I think it will be a tragic mistake to accept a 1-year extension. There is not 
time enough to do all the required research work necessary in 1 year to meet 
the full requirements of adequate legislation for American agriculture. I con- 
cede that what we now have needs attention. Some of my associates would 
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shoot me if I made a public statement, but between you and me, from the stand- 
point of the wheat producer, we could certainly write marvelous legislation on 
the basis of the two-price system. I hope and I am sure that your committee 
will never permit Congress to tear the farmers apart under a legislative program 
that takes one commodity at a time. 
With every good wish, I am 
Sincerely yours, 
M. W. THATCHER, 
General Manager. 


SUPPLEMENTARY STATEMENT SUBMITTED BY M. W. THATCHER, GENERAL MANAGER 
OF THE FARMERS UNION GRAIN TERMINAL ASSOCIATION, ST. PAUL, MINN., AND 
PRESIDENT OF THE NATIONAL FEDERATION OF GRAIN COOPERATIVES 


During the course of my testimony before the Committee on Agriculture, I was 
asked to submit suggestions for improving the parity price and parity income 
formulas. 

I wish to offer the following suggestions: 


rHE PARITY PRICE FORMULA 


It should be noted first that modernized parity does not actually take us 
completely away from the outmoded 1910-14 base period. That base period is 
still being retained in the modernized parity proposal. Modernized parity pro 
vides that individual commodity parity prices be adjusted in relation to the 
general index of prices paid by farmers, with 1910—14 as a base. 

The modernized parity adjustment for individual commodities does not ac 
complish what it is supposed to do. It does not recognize the new cost-price 
relationships that prevail today or are likely to prevail in the immediate future 
as cost factors change. It merely perpetuates whatever price relationships pre 
vailed for whatever reasons during the past 10 years, regardless of whether or 
not a particular commodity was affected by abnormal temporary conditions dur 
ng any part of the 10-year period. For that reason, I believe modernized parities 
tend to perpetuate a set of relationships that probably contain more abnormali 
ties than those in the 1910-14 base period. 

I would, therefore, propose that you consider breaking away entirely from the 
1910-14 period, drop the modernized parity formula, and shift to a more recent 
base. 

I note that the Federal statistical agencies, at the discretion of the Bureau of 
the Budget, have recently adopted the 1947-49 period for price comparison. 
Perhaps you should recommend that the United States Department of Agricul 
ture, in its parity computations, fall into line. 

However, there is an additional consideration for agricultural price compari 
sons; and that is that for a number of commodities, particularly livestock 
products, it takes more than 1, 2, or 3 years for price-acreage-production and 
supply-demand conditions to work themselves out in balanced relationships. 
That was one of the reasons, as I understand it, for the adoption of the 5-year 
191-14 base period. 

Therefore, I would suggest that a 5-year period, 1949-53, be examined as 
an alternative base period. 

No matter what base period is selected, whether 1949-53 or 1947-49, it will 
quite likely contain abnormal conditions in some one or more years which distort 
the parity relationships among competing or related commodities. Provision 
should, therefore, be made for modifying base period averages in line with nor- 
mal relationships and with current trends in costs. 

The adoption of a new, more recent base period for average prices and average 
price relationships will, of course, obviate the need for the present partial device 
of “modernized” parity. 
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It is generally recognized that for individual commodities there are extremely 
wide regional differences between production costs and demand conditions. In 
some cases the differences are sufficiently great to warrant treating the regional 
subclasses as individual commodities. For these regions neither the national 
parity indexes nor the national price relationships are satisfactory. 

I would, therefore, recommend that the United States Department of Agri- 
culture be asked to eXamine the possibility of developing both parity price 
relationships and parity price indexes for the major agricultural regions. 


THE PARITY INCOME FORMULA 


The present parity income formula is inadequate. Its only merit is that 
it is no longer tied to the 1910-14 base. It merely states that parity income is 
that gross income which will give persons on farms returns equivalent to those 
earned by persons in other occupations. 

This is an extremely loose definition, a fact which may serve to explain why 
parity income is merely given lipservice in current price-support operations. 
To be at all meaningful and usable, a parity income standard should be more 
specific, and defined in quantitative terms. 

The official estimates indicate that per capita farm income, after production 
expenses, normally averages less than half of the nonfarm per capita income. 
They also indicate that as a rules farming does not yield the typical farm 
operator both a fair return for his labor and a fair return for his capital and 
managerial ability. A fair return, if earned on one, means that he is being 
unperpaid, if paid at all, for the other. 

This is to my mind a reflection of the discrepancy in bargaining power be- 
tween agriculture and the rest of the economy. Economists, I know, do not 
agree that farmers as a group should earn a per capita income equal to that 
of the rest of the population. But there is no good reason that I know of why 
farmers as a group should always operate at the low end of the economic scale 
or why it should not be the objective of Congress to help agriculture attain and 
maintain per capita income on a partity with nonfarm income whether for 
labor or capital or management. 

1, therefore, recommend that the United States Department of Agriculture be 
asked to supply you with certain income estimates that will enable you to set 
more tangible income goals for agriculture as a whole, for the different seg- 
ments of agriculture, and possibly for major types of farms. 

I think you should have goals on a per capita basis and on an equity or 
investment basis for 

(1) Gross income from agricultural production, derived from 

(a) the sale of products in domestic markets. 
(b) the sale of products for export. 
(c) the production of products used by the farmers. 

(2) Disposable income of family farm people to provide farmers with a stand- 
ard of living equivalent to that of nonfarm people. 

(3) Returns for agricultural labor (operator and other) devoted to farm 
production. 

(4) Returns for agricultural capital and management used in farm 
production. 

I realize that you would be asking here for facts and formulations that may 
not be readily available. But judging from the slow progress on these matters 
over the past 30 years of close attention to farm-income matters, we are not 
likely to have the necessary information that you need unless your committee 
requests, and the United States Department of Agriculture seriously undertakes 
to supply, the basic data required for formulating goals with definitive 
quantitative meaning. 

That information will serve a most useful purpose even if it does nothing more 
than answer the question whether farmers are getting too much or not enough 
and whether it makes official sense for farmers to be told that they should in 
fact have more income and, at the same time, be urged to support programs for 
lowering both the general level of farm prices and the volume of production. 
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